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STEEGO Corporation is a balanced group of companies involved i 
ices. Primary sources of sales revenues are 49% non-durable goc | 
is the core business, accounting for 45% of total volume. Geogr 


[ FISCAL 1981 SALE. 


ty 


DURABLE GOO; 


[ FISCAL 1981 SALES $124.8 MILLION! 


NON-DURABLE GOODS 


[ FISCAL 1981 SALES $121.4 MILLION = 49% ] 


REPLACEMENT FRIIS TRANSPORTATION METAL | 
PARTS REISE EQUIPMENT WORKING | 
PRODUCTS MACHINERY |. 


Automotive 
Replacement 
Parts. 


STEEGO markets 
and warehouse 
distributes auto- 
motive replace- 
ment parts 
through captive 
warehouse distri- 
bution centers to 
the general after- 
market trade and 
its captive jobber 
stores. 


Markets served: 


United 
States: 


STEEGO Auto 

Parts, Inc. 

e New England 

e Mid-Western 
(Ohio) 

e South Eastern 
(Florida) 


Canada: 


McKerlie-Millen, 
Inc. 

e Ontario 

¢ Quebec 


Agri-equipment 
Replacement 
Parts. 


STEEGO markets, 
warehouse dis- 
tributes and 
manufactures 
farm equipment 
replacement 
parts, including 
grass and crop- 
cutting mecha- 
nisms, tillage and 
planting tools, 
and other farm- 
related service 
parts. 


Markets served: 


= United 
States: 

Herschel 

Corporation 


¢ National 
Distribution 


STEEGO designs, 
prints, and binds 
office related 
products, in- 
cluding special 
application com- 
mercial and hos- 
pital forms, in- 
dexes and filing 
supplies, custom 
loose-leaf ring 
binders, ‘“‘one- 
write’ accounting 
systems and 
other similar ex- 
pendable office 
supplies. 


Markets served: 


United 
States: 


Elbe Products, Inc. 
e Mid-Atlantic 
e Mid-Western 


¢ New England 
e South Eastern 
e Puerto Rico 


Freight and Load 
Handling Equip- 
ment. 
STEEGO engi- 
neers, manufac- 
tures, and mar- 
kets various types 
of commercial 
wheel-type over- 
the-road vehicles 
including freight 
and cargo trailers, 
furniture trailers, 
special applica- 
tion trailers, and 
truck bodies. 
Also, heavy-duty 
truck and trailer 
replacement parts 
and accessories 
are marketed 
through company- 
owned service 
branches. 


Markets served: 


United 

States: 
Nabors Trailers, 
Inc. 


e South 
¢ Southwest 


Solid Waste 
Handling Equip- 
ment. 


STEEGO engi- 
neers, manufac- 
tures and markets 
special truck 
mounted and sta- 
tionary type solid- 
waste compacting 
and handling 


equipment. 


Markets served: 


[+] Canada: 


STEEGO markets 
and distributes in- 
dustrial metal 
working machin- 
ery, including 
standard and 
special metal cut- 
ting, metal form- 
ing machinery 
and accessories, 
attachments, and 
other related in- 
dustrial supplies. 


Markets served: 


United 

States: 
United Technical 
Corporation 


e Regional and 
National 
Distribution 


[+] Canada: 


Upton, Bradeen & 
James, Limited 

e Ontario 

° Quebec 


STEEGO, through 
the “Unisig” joint 
venture, assem- 
bles and markets 
sophisticated 
turning and deep 
hole boring ma- 
chines and re- 
lated precision 
tooling. 


Markets served: 


e— United 
—=—S_ States: 


Unisig Corporation 
e National 
Distribution 


(1) Revenues from Financial Services are not included. 
Earnings are reported on the equity method. 


A.M.I. Steego 

Limited 

e National 
Distribution 


(2) Steego’s financial services subsidiary sold its 68.6% 
interest in Milwaukee Western Bank on December 31, 
1980. 


) PRINCIPAL MARKETS SERVED BY... 


On OGY 


FABRICATED 
METAL 
PRODUCTS 


STEEGO, ona 
contract basis, 
engineers, fabri- 
cates, machines, 
and assembles 
large industrial 
process sub- 
components and 
related industrial 
structures and 
equipment. Heavy 
field construction 
installation and 
erection work is 
also undertaken. 


Markets served: 


[+] Canada: 


A.M.|. Steego 
Limited 


¢ National 
¢ International 


eting, warehouse-distribution, engineering, manufacturing, and serv- 
% durable goods, and 1% services. The replacement parts business 
sources of sales are: 64% United States and 36% Canada. 


49 MILLION = 100% ] 


ENGINEERING 


SERVICES 


STEEGO’s con- 
sulting engineer- 
ing service per- 
forms civil and 
process engineer- 
ing assignments, 
including master 
planning, design 
and engineering, 
environmental im- 
pact studies, proj- 
ect management 
and procurement 
and construction 
supervision. Jobs 
are undertaken on 
an individual task 
or turn-key basis. 


Markets served: 
United 
States: 

King & Gavaris 


Consulting 
Engineers, Inc. 


e National 
e International 


IMPORT-EXPORT 


SERVICES 


STEEGO operates 
a comprehensive 
international 
import-export 
service for inde- 


pendent manufac- 


turers and 


STEEGO’s subsid- 


iaries. 
Markets served: 


Steego Trading 
Corporation 


e Europe 

e Middle East 

¢ South America 
e Central America 


OTHE 
FINANCIAL BUSINE 
(2) “i 
Commercial STEEGO ed 
Financing and large trac 
Leasing. unimprov id 
STEEGO operates which are J 
a commercial resold as : 
lending and land or c ed 
purchase-lease into resic 
activity specializ- and com 
ing in the financ- building 
ing of commercial Markets 
equipment in- 
cluding freight- = 
trailers, industrial : 
machinery and Homeste 
equipment, and att 
selected cate- Serpore 
gories of office ° Arizone 
machinery. 


Markets served: 


United 
States: 


Bayou Acceptance 
Corporation 


e Midwest 
e South 
¢ Southwest 


STEEGO CORPORATION 
—, AND SUBSIDIARIES 


(In thousands except stock data) Fiscal Year Ended April 30 
1981 1980 1979 

Operations Net sales before translation’ .-.........05- $264,897 $244,053 $216,480 
Currency translation adjustments ......... (15,887) (13,908) (11,286) 

Net sales eee eee $249,010 $230,145 $205,194 

Income from continuing operations before 

translation tei eee ee eee $ 4,436 $ 3,802 $ 3,420 
Currency translation adjustments ......... (1,252) (38) (1,387) 

Income from continuing operations ........ $ 3,184 $ 3,764 Se PAIS. 

Net income before translation............. $ 4,763 $ 4,736 $ 4,259 
Currency translation adjustments ......... (1,252) (38) (1,381) 

Net income ete eee eee $ 3,511 $ 4,698 Seeeors 

Financial Position Stockholders’ equity.................00-5 $ 53,033 $ 50,494 $ 46,676 
Kong-term: debit a0 nen eee ee $ 45,553 $ 40,348 $ 33,085 

DebI-tO-eqQuity rallOve ct era nee 86% 80% TA1% 

Working capital =. ies Nee eee $ 57,878 $ 53,798 $2457205 

Currentratio yee: 2 eee ieee erate mera 2:0 Die Ps 

Stock Data Common shares outstanding, year-end..... 7,121,000 6,775,000 6,402,000 
Net income percommonshare............ $ .46 $3.62 $ .38 

Common stock dividends — cash ......... Sei2 SeaZ Site 

= stockee ta 5% 5% 5% 

Book value percommon share ............ $7.01 $6.65 $6.14 


COMMON STOCK PRICE RANGE 
DIVIDENDS PER SHARE 


Volume Traded Price Range 
(In thousands) (In dollars) 


eae DAILY VOLUME TRADED 


Quarters 1 2 3 4/1 2 3 4 

Fiscal Year 1977 1978 1979 1980 1981 
PRICE RANGE 
High Me 5% 64, 6% S%19% 4% 44 4%147% 4% 3% 3% 14% 4% 45%, 4%13% 4% 4% 41, 
Low MMM 4% 4% 5 4%/4% 3 3% 3%13% 3% 3% 3%13% 3% 3% 2%12% 3% 3% 3% 
DIVIDENDS 


Cash — — .03 .03].03 .03 .03 .03].03 .03 .03 .03].03 .03 .03 .03|.03 .03 .03 .03 
Stocks Fo en ee fee ae | eee eee | ee ee 
EARNINGS 


Per Share .16.17 .05 .141.07 .11 .06 .081.11 .03 .03 .211.16 .12 .05 .291.11 .16 .03 .16 


Steego Corporation Common Stock is traded on the New York, Midwest and Pacific Stock Exchanges. 
Stock Listing Symbol ‘‘STG.”’ 


Chart 1 
a ne te a Ss a le 
Contents pay pommel Activities Services Segment aaa 16 
and Principal Markets 
SCIVEO Dae aa. gereek Underleaf aA ab On ee te 
To the Stockholders ........... 2 eh ep - 
Non-Durable Goods Segment .. 7 ns incidabant 


Durable Goods Segment....... ue Corporate Information ..... Cover 


STEEGO CORPORATION 
SPHERE OF OPERATIONS 


CORPORATE HEADQUARTERS 
Steego Corporation 

Milwaukee Western Corporation 
Steego Parts Corporation 
Steego Auto Parts, Inc. 

Steego Trading Corporation 


AUTOMOTIVE 
REPLACEMENT PARTS 

Warehouses 

Jobber Stores 

Automotive Paint Centers 


AGRI-EQUIPMENT 

REPLACEMENT PARTS 
Manufacturing Facility 
Warehouses 


METAL WORKING MACHINERY 


PRINTING AND ALLIED PRODUCTS 
Manufacturing Facility 
Sales Offices 


FABRICATED METAL PRODUCTS 


TRANSPORTATION EQUIPMENT 
Manufacturing Facility 
Sales and Service Branches 


REAL ESTATE HOLDINGS 


FINANCIAL SERVICES 


TO THE STOCKHOLDERS: 


In fiscal 1981 STEEGO made significant 
progress toward achieving annual revenue 
growth and improved profitability. The re- 
cent expansion of the Company’s capital 
base provides the financial foundation 
needed to generate a desirable annual 
rate of growth. 


Fiscal 1981 consolidated net income, 
before translation and non-recurring 
items, was up from last year. However, 
as indicated under Financial Highlights on 
the inside front cover, net income was ad- 
versely affected by the large unrealized 
currency translation loss provision made 
to reflect the Canadian dollar's abrupt ex- 
change rate decline versus the U.S. dollar. 


Despite soft economic conditions prevail- 
ing in North America during fiscal 1981, 
net sales, before currency translation ad- 
justments, increased $21 million to $265 
million, an all-time record. Net sales, 
even after a $16 million negative currency 
translation adjustment, reached a record 
$249 million. Sales growth was registered 
in both of the Company’s major revenue 
segments: non-durables and durables. 
This growth evidenced management’s 
emphasis upon enhancing the effective- 
ness of all marketing functions and im- 
proving the performance of the physical 
distribution functions. Management’s 
persistent efforts toward developing a 
superior marketing organization in each 
segment is positioning the Company as 

a strong sales competitor in all of its 
markets. Management resolutely believes 
that the existence of a skillful marketing 
force is the primary locomotive needed to 
render the advocated supply-side eco- 
nomic remedy viable. 


Fiscal 1981 net income, before currency 
translation and non-recurring items, 
amounted to $4,763,000 compared to 
$4,278,000 reported in the previous year. 
The improvement in net income was 
achieved despite the elimination of a 


major source of financial services income. 
Also, fiscal 1981 earnings did not benefit 
from non-recurring income generated 
from real estate sales. On December 31, 
1980, 68% owned Milwaukee Western 
Bank was sold, thereby eliminating in- 
come generated by the Bank. However, 
financial income from investment of the 
proceeds from the sale replaced some of 
that income. 

Final net income for fiscal 1981 was 
severely eroded by an unrealized negative 
currency translation adjustment of 
$1,252,000 (17¢ per share) (refer to 
Chart 7 on page 21). This foreign cur- 
rency related adjustment was infinitely 
greater than the $38,000 (1¢ per share) 
mini-reduction experienced last year. As a 
consequence, net income, after currency 
translation adjustments, was reduced to 
$3,511,000 in fiscal 1981 (46¢ per 
share) compared to $4,698,000 (62¢ per 
Share) the previous year (refer to Finan- 
cial Highlights on the inside front cover). 
Management expects a moderate recovery 
in the Canadian dollar’s exchange rate 
value against the U.S. dollar during the 
course of fiscal 1982, due primarily to the 
evolving increase in the interest rate dif- 
ferential in favor of Canada and the favor- 
able impact of Canada’s slowly improving 
balance of payments on current accounts. 
lf this projected Canadian dollar exchange 
rate improvement occurs, most of 
STEEGO’s recent currency translation loss 
could be erased. Moreover, the Canadian 
dollar value should probably rise even 
further over the long term because of that 
country’s self-sufficiency in energy, a 
rich asset base made up of huge indige- 
nous resources, a relatively low defense 
burden, and an expected inflation rate 
below the international norm. 

The improvement in STEEGO’s operating 
results was confirmed by the final quarter 
operating figures. Nonetheless, fourth 
quarter results were restrained by recog- 


nition of unrealized currency translation 
losses and, aS previously pointed out, by 
the elimination of some financial services 
income resulting from the sale of the Bank. 


Fourth quarter sales, before currency 
translation adjustment, reached $68.2 
million essentially flat with the $68.9 
million experienced last year. Considering 
the state of the economy, this was a 
positive result. 


Fourth quarter income from continuing 
operations, before taxes, amounted to 
$3,100,000, 13% greater than last year’s 
$2,750,000. 


Fourth quarter operating income increased 
compared to the immediately preceding 
quarter and against the same quarter last 
year. This improvement resulted primarily 
from the overall increase in gross margin 
contribution flowing through from a higher 
sales level enjoyed by most major divi- 
sions. Nevertheless, fourth quarter oper- 
ating income was again offset by the 
adjustments made in the period to reflect 
further unrealized currency translation 
losses. 


Higher fiscal 1981 earnings before the 
effect of unrealized currency translation 
resulted from a combination of more 
favorable profit-generating factors than 
unfavorable. Primary favorable factors 
contributing to profitability included: the 
dramatic $1.3 million improvement in the 
U.S. auto parts operating results com- 
pared to last year; the widening gross 
margin spread forced by pricing discipline 
and related strategy; the large increase in 
gross margin contribution generated from 
the surge in machine tool shipments; the 
introduction of an improved cash manage- 
ment program with a resultant net incre- 
mental increase in interest income earned 
on short-term investment of working 
Capital funds wrung out of the circuit: 
and stricter price controls. There were, 
however, several unfavorable factors that 


LL IS EEE SEE TE DLE ESS SEE ER SE A ES IER 


STEEGO CORPORATION 
AND SUBSIDIARIES 


cut deeply into profitability, including the 
effects of higher inflation sensitive, non- 
controllable costs and expenses: the addi- 
tional interest incurred to carry a large 
special equipment inventory, the ship- 
ment of which has been delayed by 
unsettled conditions in the Middle East; 
the effects of the higher minimum wage 
level and the larger social security tax: 
the large start-up costs connected with 
the new Unisig machine tool joint venture: 
and the sharp rise in the incremental cost 
of interest on short-term debt. Some of 
the variable negative factors have already 
been eliminated and most of the others 
should be corrected or mitigated during 
the current fiscal year. 


Management expects fiscal 1982 sales to 
increase. STEEGO serves several unique 
market segments, some of which respond 
to different business cycles. Although the 
effects from the current generally reces- 
sionary economy on fiscal 1982 sales are 
difficult to forecast precisely, manage- 
ment anticipates business conditions af- 
fecting most of STEEGO’s markets will 
progressively improve, thereby supporting 
a year-to-year increase in consolidated 
revenues and profits. However, in fiscal 
1982, the machine tool segment’s sales 
are expected to be somewhat lower than 
recorded in fiscal 1981. U.S. demand for 
capital goods is being suppressed by an 
unfavorable combination of continuing 
high interest rates, customer indecision 
emanating from the U.S. Government's 
long delay in committing to depreciation- 
related tax incentives, and the deferral of 
anticipated military orders and the related 
impact on machine tool demand. Though 
the Canadian machine tool market is 
similarly cyclical, several years ago the 
Canadian government installed stimulative 
tax incentives to encourage capital invest- 
ments in production machinery. This 
strong incentive remains as a counter 
cyclical force. Regardless, STEEGO’s 


machine tool order backlog should sup- 
port a satisfactory level of machine tool 
sales in fiscal 1982. 


The U.S. Agricultural Machinery Replace- 
ment Parts and Tools aftermarket demand 
is presently sluggish. Nevertheless, 
demand should soon regain strength 
because total acreage being planted, 
cultivated and harvested is greater than 
in fiscal 1981. The U.S. Government’s 
recent lifting of the grain embargo on the 
U.S.S.R. should cause a further increase 
in crop planting in fiscal 1982 and the 
foreseeable future. 


Management anticipates improved con- 
solidated profit performance in fiscal 1982 
even though the Machine Tool Group’s 
contribution is expected to be somewhat 
lower. This projection is predicated upon 
an expected widening of the consolidated 
gross margin spread derived from a 
Change in the sales mix and a higher con- 
solidated sales level, in combination with 
a reversal of currency translation losses. 


In order to avoid erosion of profit by 
inflation, variable operating costs and ex- 
penses are being closely monitored. Com- 
puterization is expected to facilitate ac- 
celeration of inventory turnover, which 
should free up additional working capital 
funds for temporary investment in high 
yield securities. Such additional interest 
income will reduce the Company's net in- 
terest cost. 

STEEGO’s operating organization is 
skilled, experienced and aggressive. The 
team’s unshakeable resolve to stick with 
tough assignments until identified goals 
are achieved ensures the realization of the 
full financial rewards from exciting proj- 
ects under way. 


For example, computerization at STEEGO 
has progressed exceptionally fast. The 
Management Information Services Depart- 
ment (‘‘MIS’’), launched in fiscal 1975, 
is directed at installing tight operating 


Sales Per Dollar of 
Stockholders’ Equity 


Percent of Sales Increase 
1979 | 1980 | 1981 


1977 | 1978 


Equity at Beginning of Fiscal Year 


Percent of Sales Increase Over 
Previous Year 


Chart 2 


Income Per Common Share 
Income as a Percent of 
Average Equity 


1977 | 1978" || 1979 || 1980) | 1981 


Income Per Common Share 


| Reported Net Income 


Net Income from Operations 
(excluding non operating items and currency translation) 


©) Income as a Percent of Average Equity 
Chart 3 
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controls at critical, high-volume transac- 
tion points; standardizing routine ac- 
counting interfaced systems and related 
procedures; speeding up operating and 
financial communications; cutting out 
unnecessary transaction paperwork; and 
eliminating the waste attached to redis- 
covering existing proven computer soft- 
ware. 


The MIS Department is spearheaded by 
an experienced business executive to en- 
sure resulting output data is furnished in 
useful form and heavily biased towards 
easy-to-use exception reports. STEEGO’s 
evolvement to a computerized data-based 
company has already eliminated much of 
the inertia of cumbersome manual data 
processing, thus furnishing profit-sensi- 
tive data to key management personnel. 


EDP units already installed are expected 
to raise profitability because ingrained 
clerical habits are broken, thereby allow- 
ing responsible executives to effectively 
monitor sales, control prices, administer 
credit and collections, exert the buying 
power of central purchasing, control in- 
ventory and, last but not least, exercise 
maximum control over the velocity of 
funds flow. Today’s high cost of money 
necessitates optimum transactional veloc- 
ity. Transaction speed is the key to max- 
imizing the capital turnover velocity. 


Outside purchases of merchandise, mate- 
rials and supplies make up in excess of 
80% of STEEGO’s total cost of sales. Dur- 
ing fiscal 1981, purchasing of automotive 
replacement parts was centralized to more 
fully exploit the economies of scale and 
restrain the proliferation of merchandise 
lines being offered. A skilled, experienced 
purchasing executive was enlisted to 
coordinate this critical profit-making func- 
tion. The computerization of sales and in- 
ventory data renders centralized purchas- 
ing practical, with an expected reduction 
in cost of goods sold. 


Control over selling prices is one of the 
Company’s most important profit-making 
functions, especially in the Automotive 
Replacement Parts Group. Projects relat- 
ing to the installation of price control sys- 
tems and related procedures are assigned 


a high priority and are a focus of manage- 


ment’s close attention. Now that most 
planned EDP installations are functional, 
this critical profit-making activity can be 
more effectively administered. In an infla- 
tionary biased economy, the capability to 
swiftly adjust prices is critical to profita- 
bility. Price catalogues stored within the 
computer memory can be quickly updated. 
Computers are installed in all except four 
automotive warehouses. In addition, the 


undertaking to install interconnected com- 


puters in STEEGO’s large transaction 
volume captive jobber stores will be com- 
pleted within 18 months. This latter high 
priority undertaking, directed at controll- 
ing high volume transactions, should, 
upon completion, materially enhance job- 
ber store profitability. 


These are a few high profile undertakings 
being implemented to increase future 
sales, improve profits, and accelerate 
capital turnover, all of which will make it 
possible to absorb and control substantial 
future growth. Though projects to install 
EDP have been time consuming and ex- 
pensive, these installations represent 
commitments to the Company’s future 
expansion. 


FINANCIAL POSITION 


The Company’s strong financial position . 
provides support for annual growth. 
Working capital at April 30, 1981 was 
$57.9 million, compared to $53.8 million 
at April 30, 1980. The ratio of current 
assets to current liabilities was 2.3: 1 
compared to 2.2:1 last year. At year end, 
cash and short-term interest bearing 
securities aggregated $10.7 million. 


Management perceives a severe capital 


squeeze evolving within the U.S. in the 
intermediate term as fierce competition 
heats up between the public and private 
sectors for a relatively limited supply of 
capital funds. Persistent international 
economic instability; the net current 
borrowing requirements of energy-short 
nations; the ratcheting effect on credit de- 
mand stemming from progressive currency 
devaluation; the expanding reliance by 
central governments upon export credit to 
compete for badly needed foreign trade; 
the secular rise in demand for investment 
capital to cure energy-related Source 
imbalances; the escalating demand for 
credit to support the huge military build- 
up; and the increasing credit needed to 
make up the public sectors’ persistent 
deficit spending are all factors indicative 
of the potential credit squeeze. In re- 
sponse to these factors, short and 
medium-term interest rates will, within 
the intermediate time frame, likely 
escalate to much higher plateaus and 
long-term, fixed-rate fund sources will 
become scarce. 


Though the weight of economic evidence 
indicates there is a strong probability that 
in the very near future short-term interest 
rates will moderately decline, such a 
favorable credit development can prove to 
be a snare and an illusion. Any material 
softening in the money market rubbing off 
favorably on long-term rates will trigger 
the marketing of the huge backlog of un- 
satisfied public and private sector require- 
ments for long-term maturity funds. 


This grasp for funds again will force in- 
terest rates upward and tend to preempt 
secondary borrowers from access to the 
long-term capital market. After carefully 
assessing the probability of higher inter- 
est rates on the horizon and the drying up 
of long-term funds, management chose 
this timing to eliminate the Company's 
overexposure to volatile floating-rate debt 
and locked up long-term, fixed-rate funds. 
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STEEGO CORPORATION 
AND SUBSIDIARIES 
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On March 5, 1981, the Company sold in 
an underwritten public offering $25 
million, 20-year, 14%4% fixed-rate subor- 
dinated debentures. 


Proceeds from the sale of the subordi- 
nated debentures were used to retire $16 
million of floating-rate debt and the re- 
maining net proceeds have been tempo- 
rarily invested in high-yield money market 
instruments. 


Much of the Company’s financial strength 
is founded upon the liquid characteristics 
of its primary underlying assets. Approxi- 
mately 70% of the Company’s total tangi- 
ble assets consists of cash, marketable 
securities, accounts receivable and inven- 
tories. Readily liquidatable replacement 
parts (non-styled merchandise items), 
make up a high proportion of the inven- 
tory value. Thus, the Company’s asset 
pool provides an excellent hedge against 
erosion of capital by inflation, while main- 
taining an optimum degree of liquidity. 
During the year, STEEGO’s financial sub- 
Sidiary sold its 68% ownership of the 
Milwaukee Western Bank. This transac- 
tion brought in $6,800,000 cash and 
$6,185,000 in notes fully guaranteed by 
irrevocable letters of credit from the First 
Wisconsin National Bank of Milwaukee. 


PERSONNEL AND 
ORGANIZATION 


Undertakings directed at building a com- 
petent, entrepreneurial organization are 
unending. Emphasis is focused upon 
strengthening the professional and tech- 
nical disciplines within the fabric of the 
organization to provide necessary talent to 
Support planned long-term growth. 

Mr. William B. Cudahy recently decided to 
reduce his business activities and accord- 
ingly requested to be relieved of his re- 
sponsibilities as a STEEGO director and 
Chairman of its Audit Committee. Mr. 
Cudahy diligently served as a director for 
20 years and contributed measurably to 


the Company’s growth and present finan- 
cial posture. The organization appreciates 
his devoted service and will miss his wise 
counsel. 


Mr. Dean Anderson, Vice President of 
Atlas Bradford Division of NL Industries, 
was elected to replace Mr. Cudahy as a 
director. Mr. Anderson holds a Bachelor 
of Science in Mechanical Engineering and 
a Masters of Business Administration. His 
practical experience includes all facets of 
accounting and manufacturing activities. 


In reference to labor relations, the Com- 
pany’s total cost of sales incorporates a 
relatively low proportion of conversion 
labor content; therefore, the Company is 
not overly exposed to serious impact from 
labor related disruptions. Union contracts 
currently in negotiation are: A.M.1. 
Steego, the engineering and fabricating 
enterprise located in Mississauga, On- 
tario, Canada, and Herschel Corporation, 
the agri-equipment parts operation located 
in Indianola, lowa. Management predicts 
the A.M.1. negotiations will be difficult 
but not disruptive; whereas the Herschel 
union, on June 1, 1981, went out on 
strike. Fortunately, the strike is taking 
place in an off-season period and sales 
Should not be overly penalized. 


STEEGO employs approximately 2,700 
employees in the U.S. and Canada. Sales 
per employee amounted to approximately 
$93,000 in fiscal 1981, compared to ap- 
proximately $82,000 last year. Logically, 
sales mix heavily influences resulting 
Statistics; nonetheless, real output per 
employee at STEEGO is truly increasing. 
The challenge in wage/salary administra- 
tion is to keep productivity levels ahead of 
average annual wage and salary increases. 
In order to increase productivity, STEEGO 
regularly invests in capital projects. 


DIVIDENDS 


The Board of Directors, at the June 12, 
1981 meeting, declared the regular 


quarterly $.03 cash dividend ($.12 an- 
nually) payable to common stockholders 
of record on June 22, 1981. In addition, 
in fiscal 1981 a special 5% stock divi- 
dend was paid to common stockholders. 


CORPORATE GROWTH 


Growth ambitions cannot be permitted to 
exceed available resources. During the 
past two fiscal years, management limited 
its acquisition program in conformance 
with the precept that expansion must be 
reconciled with fiscal discipline. Executive 
attention was concentrated on the existing 
core businesses. Most undertakings were 
directed at improving profitability, accu- 
mulating working capital and perfecting 
internal controls. 

STEEGO’s operating and financial posture 
now is strong. Consequently, STEEGO, 
consistent with long-term plans, is again 
seeking compatible acquisitions. 


OUTLOOK 


In summary, management projects higher 
sales and earnings for fiscal 1982, even 
though machine tool sales and agri- 
equipment parts sales could soften. The 
random side effects on the different 
market segments from the generally slug- 
gish North American economy are difficult 
to pinpoint; nevertheless, STEEGO’s 
marketing strength is expected to override 
any precipitous negative change. 
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NON-DURABLE GOODS 


Replacement Parts 

The replacement parts opera- 
tions include warehousing and 
jobber distribution of automo- 
tive replacement parts in the 
“aftermarket’’ and the manu- 
facturing and marketing of 
agricultural equipment replace- 
ment parts to original equip- 
ment manufacturers and to the 
aftermarket service trade. 
Automotive parts demand Is 
supported by the ongoing serv- 
ice requirements of over 165 
million vehicles operating in 
North America. The secular de- 
mand for farm equipment parts 
is augmented by the world’s in- 
creasing need for farm proda- 
ucts which coincidentally en- 
courages the mechanization of 


NON-DURABLE GOODS 


The Non-Durable Goods Segment’s sales 
in fiscal 1981 reached $121.4 million, 
compared to $118.3 million last year, 
whereas fiscal 1981 operating income in- 
creased to $6.3 million, up 15% over the 
$5.5 million reported last year. 


Replacement Parts Segment 


The Replacement Parts Segment increased 
sales to $122 million in fiscal 1981, 
before currency translation. This figure 
amounted to a nominal 2.5% increase 
over the $119 million sales reported on 
the same basis last fiscal year. Replace- 
ment parts revenues amounted to 45% of 
the Company’s consolidated sales. This 
segment’s performance heavily impacts 
the Company's overall results. 


Though the Replacement Parts Segment’s 


NON-DURABLE GOODS 


farming. Sales volume increased, the overall annual Operating 

ioe. é sales growth rate was restrained by the Sales Income 
The printing and allied products replacement parts division’s 3.6% lower USAT ae EE 
operations include the produc- sales and the agri-equipment replacement 
tion and marketing of office — parts division's 10.6% lower sales. The $6.3 | | 
related items including special Canadian automotive replacement parts ae 531. 


application, expendable office 
and hospital forms, custom 
loose-leaf ring binders, and 
other specialty office supplies. 
The ever expanding volume of 
business record keeping and 
mass of paper work enhances 
demand for these expendable 
products. 


division increased sales 8.6% before cur- 
rency translation; however, that growth 
was not enough to materially boost the 
segment’s overall average. Higher sales 


Steego Auto Parts has implemented 
a standard store concept and has 
introduced modern merchandising 
techniques, directed at both the 
wholesale and retail customer. 


The Right Parts For The Job 


$9.9 


Replacement Parts 
©!) Printing and Allied Products 


Refer to “Activities and Principal Markets” 
chart on inside front cover 
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are budgeted for this segment in fiscal 
1982 even though the North American 
economy presently is sluggish. 


The combined Replacement Parts Seg- 
ment’s operating income, before currency 
translation, surged to $5.9 million, 20% 
ahead of last fiscal year’s depressed $4.9 
million result. This dramatic swing 
primarily was attributable to a $1.3 million 
cut in the U.S. automotive replacement 
parts division’s operating loss. This im- 
provement is a direct result of profitability 
projects aggressively being implemented. 
Domestic automotive replacement parts 
earnings are expected to shift into a prof- 
itable position in fiscal 1982. 


The North American automotive replace- 
ment parts division’s marketing channels 
include 17 wholesale warehouses, 

125 ‘‘company-owned’’ jobber stores, 
50 automotive repair machine shops, 

9 automotive paint and body-shop supply 
Stores, and 105 associate stores, all iden- 
tified as ‘‘STEEGO’’ domestically and 
‘‘McKerlie-Millen’’ in Canada. Geograph- 
ically, 62% of sales revenues are derived 
from Canada and 38% from the U.S. The 
geographic propinquity between the huge 
U.S. and Canadian automotive after- 
markets greatly extends the Company's 
marketing base. 

The North American automotive after- 
market is growing despite the transitory 


negative effect upon demand precipitated 
by the dramatic increase in the price tag 
on new cars, the sharp drop in the trade- 
in value of used cars (precipitated by the 
introduction of downsized, low fuel con- 
sumption vehicles), and the inhibiting 
impact of high-cost auto financing. 

The resultant of these strong market 
forces is being manifested in the increas- 
ing average age of vehicles in use. The 
average age of the U.S. vehicle population 
is projected to extend out to at least 7.5 
years by calendar 1990, compared to 
about 5.5 years during the 70's. The 
Canadian aftermarket pattern should par- 
allel this experience. U.S. auto unit 
population, as a result, is projected to 
incrementally increase beyond 190 million 
units by 1990 vis-a-vis approximately 150 
million units in 1980. From STEEGO’s 
Standpoint, the build up of the after- 
market demand for parts resulting from 
the increasing proportion of failure-prone, 
high-R.P.M., lightweight units and aging 
vintage units should promote sales by the 
automotive replacement parts division. 


In the future, STEEGO intends to carve 
out a greater share of this market. The 
eye catching ‘‘STEEGO’’ and ‘‘McKerlie- 
Millen’’ standard identifications, promi- 
nently displayed throughout the markets 
served, are symbols of the Company’s 
aggressive marketing organization. 


The Company is systematically strength- 
ening its marketing system, undaunted by 
transitory market conditions. Expansion of 
STEEGO’s automotive replacement parts 
division is progressing with emphasis 
placed on further penetration of existing, 
and expansion into contiguous, markets. 


Programs under way in fiscal 1982 are 
concentrated upon opening or acquiring 
additional captive jobber stores, recruiting 
additional associate jobber stores (all 
clustered about existing warehouses) and 
enlisting a greater number of warehouse- 
dependent accounts. Exciting merchan- 
dising programs to raise sales perform- 
ance by existing jobber stores are being 
implemented. This supporting sales strat- 
egy focuses on exploitation of the full 
Sales potential of the customer’s shopping 
visits to STEEGO’s outlets by applying 
one-stop merchandising tactics. This 
marketing scheme involves offering a 
wider assortment of discretionary-type 
merchandise, including auto radios, 
special accessories and a limited selection 
of nonautomotive merchandise, as well as 
the usual nondiscretionary repair parts. 


In the beginning of fiscal 1982 a large 
new full-line warehouse was opened in 
the fast-growing Florida west coast 
market (Ft. Myers). This modern sunbelt 
warehouse distribution center will serve 
both STEEGO’s cluster of company-owned 
Stores and the independent jobber store 
customers located in the Florida west 
coast district. 

The agri-equipment replacement parts 
division’s fiscal 1981 sales slipped to 
$12.3 million, 10.6% under the $13.8 
million sold last fiscal year. Coincidently, 
the division’s operating income was 9.5% 
lower at $1.9 million compared to last 
year’s $2.1 million. Gross margin actually 
increased and offset some of the combined 
negative effects of the drop in revenue 
and the expense of higher interest. 


Herschel markets agri-equipment replace- 
ment parts and expendable ground prepa- 


An automatic electric hardening fur- 
nace utilized in the heat treating 
process in manufacturing agri- 
equipment replacement parts such 
as sweeps and shovels, which are 
used for crop preparation. 
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ration tools and crop cutting mechanisms 
through a broad network of independent 
farm equipment distributors and dealers 
and directly to original equipment manu- 
facturers. End user demand for these 
essential farming related items was 
restrained by the transitory side effects of 
last year’s international grain carryover 
and the existence of a severe drought in 
the Midwest. 


During the past two fiscal years additional 
manufactured product lines were intro- 
duced to materially raise sales revenues 
and to add more ‘‘value added’’ work in 
the Indianola factory. (Herschel manufac- 
tures 40% of the products it markets.) 
The new disc blade line and tillage tools 
line are enjoying excellent market accep- 
tance. The recently introduced multi-cut 
Cutting blade (called the ‘‘Tiger Tooth’’) 
has received excellent market reception. 


The demand for Herschel’s specialized 
products should progressively turn 
stronger during fiscal 1982 primarily 
because total crop acreage being planted, 
cultivated and harvested is greater than 
last season. This, plus the recent lifting 
of the U.S. grain embargo, should even- 
tually increase farmed acreage. 

Secular improvement in commodity prices 
will favorably increase demand for farm 


products and, collaterally, agri-parts. The 
agri-equipment parts division is projecting 
higher sales and a moderate operating 
gain in fiscal 1982. 


Printing and Allied Products 


The printing and allied products division’s 
sales reached $10.2 million in fiscal 
1981, up 17.3% above the $8.7 million 
reported last fiscal year. Operating income 
rose to $1,012,000, a modest increase 
over the $994,000 reported last fiscal 
year. The division performed exceptionally 
well despite reduced demand caused by 
the depressed state of the economy and 
fierce price competition in some lines. 


This division's innovative marketing 
organization is constantly introducing 
Specialized expendable office products 
into the market. The division’s production 
organization is very supportive of market- 
ing needs as it continues to materially 
reduce conversion costs. During the past 
three fiscal years, major progress has 
been made to cut unit cost by streamlining 
manufacturing methods, installing modern 
conversion equipment and introducing 
sophisticated cost-saving processes. Ap- 
proximately $500,000 has been invested 
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Cesco “one write”’ accounting 
systems are among several expend- 

able product lines manufactured by 

the Cesco division of Elbe. Custom 

vinyl binders for today’s paperwork 
environment are manufactured by Elbe. 

in capital equipment during that recent 
period. 

Though demand during most of fiscal 
1981 for these expendable products 
lacked luster, the ongoing build up in the 
number of personal and business transac- 
tions is multiplying thereby increasing the 
need for products manufactured by this 
division. In fiscal 1982, the printing and 
allied products division is expected to 
moderately increase sales and operating 
income. 
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DURABLE GOODS 


Transportation Equipment 
The transportation equipment 
operations include the design- 
ing, manufacturing and market- 
ing of a variety of configura- 
tions of commercial wheel- 
type, over-the-road trailers and 
truck bodies. Specialized solid 
waste handling equipment also 
is marketed in Canada. Com- 
pany owned branches service 
trailers and sell truck and 
trailer replacement parts and 
accessories. The primary 
market served is the Mid-South 
region of the U.S. 


Metal Working Machinery 
The metal working machinery 
operations include the assembI- 
ing, marketing and distribution 
of standard and special metal 
cutting and metal working 
machinery along with acces- 
sory attachments and other 
related industrial supplies. 
Machinery sold is sourced 
domestically and foreign. The 
North American market de- 
mand for metal working ma- 
chinery is growing in response 
to the need to update and ex- 
pand industrial capacity, and 
upon raising productivity. 


Fabricated Metal Products 


The fabricated metal products 
operations (Canada), performed 
on a contract basis, includes 
engineering, fabricating and as- 
sembling of large industrial 
process sub-components and 
related equipment and struc- 
tures. National emphasis upon 
developing energy sources, 
controlling the environment, 
and normal modernization of In- 
dustrial capacity have impact 
upon demand for these prod- 
ucts and activities. 


DURABLE GOODS 


The Durable Goods Segment’s fiscal 1981 
Sales increased to $124.8 million, up 
15.3% above the $108.2 million reported 
the prior year. Fiscal 1981 operating in- 
Come amounted to $5.6 million, a 4.9% 
increase, versus $5.4 million experienced 
last year. 


oe Transportation Equipment 


The U.S. transportation equipment divi- 
sion’s fiscal 1981 sales reached $18.9 
million, up 15.2% over the $16.4 million 
sold last fiscal year. The division’s 
operating profit in fiscal 1981 reached 
$2.2 million, a Surge of 34.8% over the 
previous year’s $1.7 million. This accom- 
plishment is commendable considering 
that most commercial trailer manufac- — 
turers have suffered a Serious sales 
decline. Management anticipated the 
development of a sluggish market for 
Standard freight-trailer units and, in 
response, shifted its sales efforts towards 
the special application trailer market, j.e., 
heavy-duty, lowboy trailers for oil field 
use and for handling heavy equipment 
and trailer units used for special oil field 
service applications. The success of this 


Strategy is evidenced by Nabors’ perform- 


ance. The backlog of unfilled orders re- 
mains at over $6 million. 

The arrangement of Nabors’ production 
facilities incorporates maximum manufac- 
turing flexibility, permitting quick 
response to shifting market conditions 
and changes in product mix. 


During the past 18 months, motor freight 
companies have suffered from the disrup- 
tive effects of Federal deregulation of 
trucking. This environment has altered 
operating patterns and stimulated rate 
competition. The effect of a slow economy 
and high interest costs have further 
depressed trailer demand. Nonetheless, 
the country’s overall economic growth 
trend is upward and will override current 
conditions, especially since the U.S. 
economy's huge flow of goods moves 
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A Nabors four axle heavy-duty lowboy 
trailer is constructed to meet the 
special design needs for hauling large 
energy pressure vessels. 


DURABLE GOODS 
Operating 

Sales Income 

(In millions) (In millions) 


1979 | 1980) 1981 [1979 | 1980 | 19814 
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chart on inside front cover 
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Logging pole trailers manufactured . pace 
flow of goods will expand in direct cor- 


by Nabors Trailers are built to take 
the punishment of heavy loads and 
rugged terrain. 
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relation to the increase in population. Dur- 
ing this dismal period, many trucking 
companies deferred capital expenditure 
and cut maintenance budgets. Ultimately, 
replacement of these ‘‘run down’’ fleets 
will create an increased demand for new 
trailer units. 


The Canadian domiciled solid waste 
handling equipment division increased 
sales by 20.2%, the third successive year 
when the previous year’s volume has 
been exceeded. The market for this 
handling equipment is growing. The daily 
Cubic volume of all categories of solid 
waste being generated within all com- 
munities is steadily increasing. The 
pressure from this increase assures a ris- 
ing demand for specialized stationary and 
truck-mounted equipment required for 
collection, storage, transfer and interim 
processing of waste. The marketing or- 
ganization has demonstrated its capability 
to carve out a larger share of this special- 
ized market. During the year the waste 
handling equipment plant was expanded to 
support a higher volume level. The exist- 
ing $1.3 million backlog, as well as addi- 
tional sales, can now be accommodated. 


% Metal Working Machinery 


Metal working machinery sales in fiscal 
1981 increased to $95.5 million, 17.3% 
greater than the $81.4 million recorded 
last fiscal year; however, operating in- 
come, primarily as a result of currency 
translation adjustments, declined 11.5%. 
The sales performance in both the U.S. 
and Canada was commendable. Approx- 
imately 10% of the division’s sales are 
repeat orders for expendable tools and 
supplies. Sales of the U.S. and Canadian 
divisions amounted to 80% and 20% of 
segment revenues, respectively. Fiscal 
1981 broke all previous sales records and 
was the eighth successive year that pre- 
vious year’s Sales were surpassed. 


This sharp rise in the machine tool 
group’s revenues reflected a correspond- 
ing increase in the machine tool sup- 
pliers’ shipping rates to fill previously 
booked sales orders. Now, however, the 
trend is reversing; and consequently, the 
group's new order input rate to its sup- 
pliers is at a lower rate than the sup- 
pliers’ accelerating shipping rate. Coinci- 


dentally, the group’s backlog of unfilled 
orders with its suppliers is shrinking. 
Though the machine tool group expects 
new order input to increase later in 1982, 
the suppliers’ lengthening delivery lead 
time at that point could cause a shipping 
gap, resulting in lower fiscal 1982 
revenue. The Canadian machine tool de- 
mand presently is more buoyant than the 
U.S. counterpart; nevertheless, the same 
selling cycle prevails, which will make it 
difficult to maintain present revenue levels 
through fiscal 1982. 


Management believes the Machine Tool 
Segment will capitalize on a surge in de- 
mand arising from replacement of techno- 
logically outdated machinery. Continuing 
inflationary pressures upon direct labor 
cost make modern multi-axis, high-speed, 
computer-oriented production machinery 
an economic necessity today. 


Demand for sophisticated metal cutting 
and forming machinery also should be 
stimulated by U.S. tax reforms allowing 
more generous investment credits and 
faster depreciation, all aimed at encourag- 
ing industry to replace vintage installa- 
tions. Canadian industry already enjoys a 
liberal tax package relating to investments 
in new production machinery. 


The machine tool group is doing its ut- 
most to fully exploit evolving marketing 
opportunity by capitalizing on its sales 
force's indepth machine tool marketing 
experience. This effort includes geo- 
graphic expansion to fill any existing gaps 
in the core marketing territory. Hoffman- 
Marquard Machinery Company, a leading 
regional machine tool dealer located in St. 
Louis, Missouri, was recently acquired to 
fill the geographic void in the domestic 
division’s southern parameter. 


VDF Wohlenberg deephole boring 
machine systems with workpiece 
weights up to 63 tons and driving 
power to 220 H.P. are imported and 
distributed by Unisig. 


Giddings & Lewis NUMERILATHE, 
equipped with the latest G & L com- 
puter controls, taking a quarter inch 
cut in hot-rolled steel, roughing out 

3 inch ball nuts four times faster 

than was previously possible on a 

manual turret lathe. 
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Unitec also is expanding its in-house 
technological capabilities in the highly 
sophisticated machining and tooling 
fields. This expansion follows the 
‘shared technology’’ approach. The 
Swiss Industrial Group's (°‘SIG’’) wealth 
of technological experience in the field of 
specialized, numerically controlled, high- 
speed deep hole boring machines, in- 
cluding related tooling and attachments, 
was tapped. This technology is applied in 
the production of precision components 
for oil tools, industrial products, aero- 
Space and armament. A joint venture, 
Unisig Corporation, was formed; 55% is 
owned by Unitec and 45% is owned by 
SIG. Its products and services are sold 
nationwide. Though the joint venture did 
not report a profit in its initial year, the 
end result was a success after consider- 
ing the heavy start-up costs related to 
opening a plant in Elgin, Illinois, and a 
service center in Houston, Texas. 
Unisig’s operations turned profitable in 
the fourth quarter of fiscal 1981 and the 
backlog of unfilled orders should result in 
profitable operations in fiscal 1982. 


Fabricated Metal Products 


The Canadian fabricated metal products 
division’s fiscal 1981 sales were $6.6 
million, down from last year’s $7.2 mil- 
lion. Fiscal 1981 operating income de- 
clined to $253,000 from $451,000 the 
previous year. Primary activities include 
the manufacture and fabrication of com- 
plete units and preassembled components 
or sections to be completed on the job 
Site, all related to industrial installations 
for power generation, processing, petro- 
leum, mining and basic metals. The Cana- 
dian markets for these products have 
been depressed in the past two years; 
nevertheless, the $4 million backlog of 
work at year end provides a head start on 
fiscal 1982. During fiscal 1981 the metal 
fabricating department completed its por- 
tion of the huge Hinds Lake, Newfound- 
land, hydroelectrical installation con- 
sisting of a large diameter, mile-long, 
Penstock. This challenging undertaking 
was completed on schedule and the prime 
contractor wrote a letter of commendation 


extolling the high-quality workmanship 
and on-time performance. The size and 
scope of this project is testimony to the 
division’s technical capabilities. 


A vigorous program designed to broaden 
the line of proprietory engineered prod- 
ucts and to increase in-plant fabricated 
content in the sales mix for this division is 
under way. The engineered products de- 
partment of the division recently entered 
into licensing agreements covering a com- 
plete line of vibratory material handling 
equipment used for moving granular bulk 
materials. This new line helps comple- 
ment the division's existing line of bins 
and hoppers. Sales in the initial year from 
this product source exceeded budget and 
Should reach a much higher level in fiscal 
1982. This additional proprietory products 
volume will absorb a greater proportion of 
fixed factory overhead because of higher 
utilization of plant capacity. The search 
for additional product lines and licenses is 
ongoing. 

During the past two years, capital spend- 
ing by heavy Canadian industry for facili- 
ties has been curtailed. Management pre- 
dicts the capital expenditure cycle in 
Canada will resume growth in the 80's. 


The mile-long Hinds Lake Penstock 
consumed 6 million pounds of steel. 
The sections were shop fabricated, 
then site assembled with A.M.I.’s 
150-ton crawler crane. Workmanship 
of the highest quality was manda- 
tory with all welds subjected to 
x-ray inspection. 
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Engineering Services 

The consulting engineering 
services organization performs 
civil and process engineering 
assignments including master 
planning, design and engineer- 
ing, environmental impact 
studies, project management 
and procurement and construc- 
tion supervision. 


Import-Export 

STEEGO provides comprehen- 
sive import-export services for 
independent manufacturers 


The Services Segment includes consulting 
engineering services, import-export serv- 
ices, financial services, and real estate 
activities. 


The consulting engineering division in 
fiscal 1981 increased billings 40% over 
the previous fiscal year and recorded 
strong profit improvement. This division 
was acquired during the first half of fiscal 
1979. Management, in the early period of 
STEEGO’s ownership, was intensively in- 
volved in undertakings to overcome oper- 
ating problems relating to uncompleted 


Construction nearing completion on 


the Raritan River Bridge in New 
Jersey designed by King & Gavaris 
Consulting Engineers, Inc. 


and STEEGO's subsidiaries. contracts, accounting complications, and 


Financial Services 


The financial services opera- 
tions are conducted by 
STEEGO’s 90.5% owned 
Milwaukee Western Corpora- 
tion functioning primarily 
through 100% owned Bayou 
Acceptance Corporation 
(“‘Bayou’’). Bayou offers to the 
trade in the mid-south market 
area, commercial financing and 
lease financing relating to se- 
lective categories of commer- 
cial equipment such as freight 
and heavy-haul trailers, indus- 
trial machinery and certain 
categories of office equipment. 


Real Estate 

Large tracts of raw land were 
acquired for future resale as 
unimproved land or as improved 
residential or commercial build- 
ing sites. The Company also is 
lessor of agricultural land. 


Construction Engineer supervising 
field work for the Highway Design 
department of King & Gavaris. 


Staffing requirements. 


Since then, the business has made spec- 
tacular progress by hiring experienced 
engineering management; enlisting 
special engineering disciplines; revitaliz- 
ing marketing activity; and installing ac- 
counting controls. Increasing revenues 
and order backlog (now amounting to one 
year’s work) are manifestations of this 
progress. 


Considerable time and attention was 
devoted to-identifying important engineer- 
ing opportunities. The determination was 
made that present King & Gavaris clients 
offered the greatest near-term sales po- 
tential, as these clients’ needs matched 
the division’s existing engineering disci- 
plines and could be easily revitalized. An 


SERVICES Operating 
Sales Income 
(In millions) (In millions) 
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example is the timely completion of a 
Nigerian government contract involving 
extensive highway and bridge engineer- 
ing. This undertaking was completed on 
schedule and as a consequence of that 
good performance a sizeable add-on con- 
tract was awarded. This tangible result is 
also typical of progress being made with 
domestic clients. 


Management foresees an exciting future 
unfolding for this professional group. The 
division possesses a wealth of engineer- 
ing experience and an impressive client 
list. Accordingly, engineering services are 
expected to contribute heavily to 
STEEGO’s revenues in the 80’s. 


The import-export division did not attain 
its budgeted sales and profit goals in 
fiscal 1981. Sales slipped to $1 million, 
30% below the $1.4 million recorded the 
previous fiscal year. Sales were adversely 
affected by the unsettled conditions in the 
Middle East. 

Existing backlog and an increasing rate of 
incoming orders should result in higher 
fiscal 1982 sales and a return to profita- 
bility. 


The financial services division is now 
composed of 90.5% owned Milwaukee 
Western Corporation (‘‘MWC’’) and its 
wholly-owned commercial finance subsidi- 
ary, Milwaukee Western Bank having 
been sold on December 31, 1980. MWC’s 
fiscal 1981 operating income from contin- 
uing operations, before taxes, increased 
to $1.1 million, 2.9 times greater than the 
$382,000 earned last fiscal year. 


Steego Trading Corporation distrib- 


utes U.S. manufactured products to 


many foreign ports. 


The commercial finance subsidiary, 
Bayou, presently the principal source of 
MWC’s income, increased pre-tax income 
to a record $615,000 in fiscal 1981 as 
compared to $374,000 in 1980: $286,000 
in 1979; $220,000 in 1978; and 
$150,000 in 1977. Bayou’s steady in- 
crease in operating earnings over the past 
five fiscal years was primarily caused by 
the progressive build up of interest earn- 
ing assets. Outstanding finance receiv- 
ables increased from $2.9 million in fiscal 
1977 to $8.9 million in fiscal 1981. Bayou 
has, over the last five Successive years, 
increased the finance receivables portfolio 
at a compounded growth rate of 34.5%. 
Importantly, during this same time frame, 
deferred interest income related to the 
outstanding receivables balance has in- 
creased from $560,000 in fiscal 1977, up 
to $1.8 million in fiscal 1981; now equal 
to 21% of the total outstanding portfolio. 


During these past five years, Bayou man- 
aged to contain the net cost of borrowed 
funds within competitive parameters. The 
average cost of funds during fiscal 1977 
was 7.2%, whereas the average during 


fiscal 1981 had risen to 14.2%. This 
average cost is comparatively low when 
compared to the posture of most bor- 
rowers of external funds. Non-interest 
sensitive expenses have also been tightly 
controlled rising only 11.1% compounded 
in five years. 


MWC invested in, or lent to, Bayou an ag- 
gregate of $1,500,000 in January, 1981. 
Thus, the stage is set for further growth 
in fiscal 1982. MWC’s highly liquid posi- 
tion resulting from the sale of the Bank 
not only permits faster internal growth but 
also permits management the opportunity 
to explore additional investment possibil- 
ities and the restructuring of its capital 
accounts. 


Real estate activities are confined primar- 
ily to liquidating long-term investments, 
principally large acreage located in 
Arizona and homesite acreage located in 
Michigan. However, the Company pres- 
ently intends to operate, through lessees, 
Greater Arizona Ranches. 
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REPORT OF ARTHUR YOUNG & COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors and Stockholders 
Steego Corporation 


We have examined the accompanying consolidated balance sheets of 
Steego Corporation and subsidiaries at April 30, 1981 and 1980, and the 
related consolidated statements of income, stockholders’ equity and 
changes in financial position for each of the three years in the period 
ended April 30, 1981. Our examinations were made in accordance with 
generally accepted auditing standards and, accordingly, included such 
tests of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the con- 
solidated financial position of Steego Corporation and subsidiaries at 
April 30, 1981 and 1980, and the consolidated results of operations and 
changes in financial position for each of the three years in the period 
ended April 30, 1981, in conformity with generally accepted accounting 
principles applied on a consistent basis during the period. 


With ee 
\vuaas & 
Miami, Florida \ ne 


June 12, 1981 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


FINANCIAL REVIEW 


Summary of Significant Accounting Policies 


Basis of Consolidation 

The consolidated financial statements include the accounts of the Com- 
pany and all subsidiaries, except Milwaukee Western Corporation (a 
90.5% owned financial subsidiary) and its subsidiaries. The investment 
in unconsolidated subsidiaries is carried at cost plus equity in ac- 
cumulated earnings since formation. Intercompany transactions have 
been eliminated in consolidation. 


The cost of investments in consolidated subsidiaries over net assets ac- 
quired subsequent to October 31, 1970 (approximately $982,000 at April 
30, 1981) is being amortized over 40 years on a straight-line basis. The 
excess cost prior to that date is not being amortized since, in the opin- 
ion of management, the underlying values have not diminished. 


Currency Translation 

The Company has complied with the provisions of the Financial Ac- 
counting Standards Board Statement #8 (FASB #8) which requires that 
balance sheet accounts of Canadian operations representing cash and 
amounts owed to or by the Canadian companies be translated at ex- 
change rates prevailing at the end of the period. Balance sheet accounts 
representing non-monetary assets, principally inventories and fixed 
assets, are translated at historical exchange rates. Income statement 
items, other than the effect of translating inventories and depreciation at 
historical rates, are translated at average exchange rates prevailing dur- 
ing the year. Gains and losses that result from the translation of Cana- 
dian currency are included in income in the periods in which they arise. 


The translation of the Canadian accounts resulted in net losses of 
$1,252,000 (1981), $38,000 (1980) and $1,381,000 (1979). 

Canadian Operations 

Summary financial information for Canadian subsidiaries, translated in 
accordance with FASB #8, is included in the consolidated financial 
statements as follows: 


CANADIAN DOLLAR 
EXCHANGE RATES 


(In thousands) 


1981 1980 1979 
For the year 
NeuSalOS partner a ee ee Ss Lutes s $90,232 $82,489 $70,546 
NGTINGOMET fer ctiancscute mcrae oie ease ce olecayd, a aan 1,593 2,769 870 bnomse — 
At year end (5 U.S. Dollar Equivalent 
LAB HtIHAD IO: ASSOLS 2.04 eusgeckecnisl ide cn ina wishes $44,850 $41,008 $39,817 as 
Ota a DCS svete Seer yatd sawn ira! Seuscshe a's 19,382 16,194 17,688 
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OPERATING INCOME 


(In millions) 


1977 | 1978 | 1979 


~~ Consolidated 
@28 Canada 
§2 United States 


Chart 8 


1980 


Depreciation 

Depreciation and amortization are provided over the estimated useful 
asset lives, principally on the straight-line method. Maintenance and 
repairs of property, plant and equipment are charged to operations. 
Renewals and betterments are capitalized. When properties are retired or 
otherwise disposed of, the asset and related accumulated depreciation 
thereon are removed from the accounts and the resulting gain or loss is 
charged or credited to income. 


Original Issue Discount 

The original issue discount recorded in connection with the Company’s 
1434% subordinated debentures and related financing costs are being 
charged to income over the life of the bonds. 


Warrants 

The value ascribed to the warrants issued in connection with the Com- 
pany’s 834% notes and related financing costs are being charged to 
income over the life of the notes. 


Taxes on Income 

The Company and its United States subsidiaries file a consolidated 
Federal income tax return. The Company’s Canadian subsidiaries file 
separate Canadian Federal income tax returns. 

Investment tax credits are treated as a reduction of Federal income 
taxes in the year the credit arises. 

The Company does not provide for U.S. taxes on undistributed earnings 
of its Canadian subsidiaries because those earnings are considered per- 
manently invested. 


Advances and Deposits 

The Company’s metal working machinery subsidiaries are often required, 
in the normal course of business, to make deposits with suppliers prior 
to the delivery of machine tools. Customers, in turn, make advances on 
such purchases. Accordingly, customer advances of $1,111,000 (1981) 
and $2,321,000 (1980) have been included in accrued liabilities, and 
deposits with suppliers of $1,063,000 (1981) and $2,846,000 (1980) are in- 
cluded in prepaid items. 


Treasury Stock 

The cost of 800,444 shares of common stock of the Company at April 30, 
1981 held by Milwaukee Western Corporation has been eliminated from 
the Company’s investment therein and reclassified to treasury stock for 
financial statement purposes. 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


Industry Segment Reporting 

The Company is engaged principally in manufacturing and distribution 
businesses. Major industry segments include Replacement Parts, 
Fabricated Metal Products, Transportation Equipment, and Metal Work- 
ing Machinery. Other businesses include Printing and Allied Products, 
Engineering Services, Import-Export, Real Estate and Financial Services. 
Reference is made to the “Financial Information by Industry Segments,” 
“Financial Information by Geographic Areas” and the ‘‘Primary Commer- 
cial Activities and Principal Markets Served” chart appearing elsewhere 
herein. Such information is an integral part of these consolidated finan- 
cial statements. 


Depreciation was charged to the operating income of the segments of WORKING CAPITAL 
the Company for the three fiscal years ended April 30, 1981 as follows: CURRENT RATIO 
(In thousands) (in millions) 

1981 1980 1979 
ReplacementspalitSieemecieaeerrcneeiiertcrecenei or $1,218 $1,104 $956 
MELE WOLLING) MINEGIMINGIN 6 co ono oonoodenan0ec al 45 118 
iransportationiequipimMenitmmenncmiecee cere 242 195 171 
Fabricated metal products ................. 168 165 144 
Oiieminausity. SOGMeNtS 2.7 o.cte elon ale 704 567 373 


Capital expenditures were made by each of the Company’s segments 
for the three fiscal years ended April 30, 1981 as follows: 
(In thousands) 


1981 1980 1979 
REDIACEMEMU PANTS aicune wat. i ef cnneve aairemn oe $1,955 $3,211 $1,695 
Metal workingimachinenyoa.se0<s 1.005. vence 601 88 25 
iranspontalomeq ulm ehitsenne rename: 390 619 292 
FabnicatedimmetalsprOdt!OlS marries iene i ere 412 283 190 
Othenindustry SegGmentS . 5.62.25 can aes ees 402 1,035 1,765 


Taxes on Income 


Tax Provision 
The provision for United States (Federal and state) and Canadian taxes 
on income from continuing operations is composed of the following 


components: (In thousands) 


1981 1980 1979 
United United United 
States Canada Total States Canada Total States Canada Total EN Working Capital 
(GUINEA oscanse00 $ 956 $2,273 $3,229 $ 371 $1,785 $2,156 $ 578 $1,526 $2,104 
Deferredin. assate. 197 (203) 6) 384 62) 84460 10 10 HW Current Ratio 
Total taxes ... $1,153 $2,070 $3,223 $ 755 $1,847 $2,602 $ 578 $1,536 $2,114 Chart 9 
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MILWAUKEE WESTERN 
CORPORATION 
INVESTMENT ANALYSIS 


1981 


~. Investment and Advances (In millions) 
eS Equity in Net income (In thousands) 


ee Rate of Return on Investment 
(In percent) 


Chart 10 


The provision for United States taxes on income from discontinued 
operations of the financial subsidiary for the eight months ended 
December 31, 1980 was $519,000 and for the two fiscal years ended April 
30, 1980 was: $650,000 (1980) and $596,000 (1979). 
Provisions have been made for prepaid or deferred income taxes where 
differences exist between the period in which transactions affect taxable 
income and the period they enter into the determination of income for 
financial statement purposes. 
Deferred income taxes arising from timing differences between financial 
and tax reporting consist of the following: 

(In thousands) 


1981 1980 1979 
Excess of tax over book depreciation........... $144 $212 $129 
Land sales reported on installment method...... ( 89) 172 (134) 
Miscellaneous items (Gt) tp eae mie titrate (61) _ 62 ~ 1S 

Total deterred tax Provision 9,50. eee ae $( 6) $446 $ 10 


The principal factors causing variations between the statutory U.S. tax 
rate and the resulting consolidated effective rates are as follows: 


(In thousands) 


1981 1980 1979 
Income from continuing operations before 
TAX ESTONMIM GO iC meee ree epee ar $6,349 $6,366 $4,153 
Statutoryitate taxes pees ea ee es 46% 46% 46% 
EXpecteGincometaxmeeemaara ieee 2,920 2,928 1,910 
Tax effect of: 
Statevincometaxeaee © cere ere eee 152 150 136 
Non-taxable foreign exchange 
(Galn}OmlOS Se ieeemetete er eee ey een ee 375 (150) 509 
Difference in Canadian tax rates........... 271 223 136 
United States investment tax credit ........ (174) Gia) (185) 
Canadian inventory allowance............. (303) (335) (256) 
Miscellaneous items(net)ic. ....8ck swore ( 18) ( By) (136) 
Provision for taxes on InCOMeCsan ae eae eae $3,223 $2,602 $2,114 


It has been the practice and is the present intention of the Company to 
reinvest the undistributed earnings of Canadian subsidiaries in those 
operations; therefore, U.S. income taxes have not been provided on 
such earnings. In the event these earnings were remitted to the Com- 
pany, foreign tax credits would be available to offset a substantial por- 
tion of such tax. The aggregate amount of such undistributed earnings 
was $22,421,000 at April 30, 1981. 


Tax Returns 

The Company’s U.S. and Canadian Federal income tax returns have been 
examined by the United States Internal Revenue Service or the Canadian 
Department of National Revenue Taxation and have been settled for all 
years through 1978 and 1976, respectively. 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


Investment in Financial Subsidiary 


The condensed consolidated balance sheets of Milwaukee Western Cor- 
poration and its subsidiaries at April 30, 1981 and 1980 and the related 
consolidated summary of income for the three fiscal years ended April 
30, 1981 are as follows: 


(In thousands) 


1981 1980 
Assets 
COntUIN GIO POlaAN OMS wanadenecn seats seine cpa car aisle Rte cle warn ck $ 21,620 $ 9,106 
PASGOMUMUCE OPELALlONS: 5 sce eurtsivarsishaesedto ccs check aye eset dvi — 93,054 
iG LAA S SOUS emer en tort rok eer een fore ne S eke, Ante $ 21,620 $102,160 
Liabilities 
COMIN GRO PCraAllOMS ron 2 agers ast is, alasacnio area ecules Halas $ 6616 $ 5,360 
DiSCOMPMMUCM OPEl all ONS seme, waaee uestoteniavtsus anes ae. s cate: — 82,784 
SSIOCKMONOOLS SE CGUINY hate ages teetetan ty aitee iincis ai sibs ale cian Be 15,004 14,016 
aie : DEAIIZSR ROE PROPERTY, PLANT 
Total liabilities and stockholders Viewer 21,62 102,160 a 
re aoa eho Ge AND EQUIPMENT 
(In thousands) (In millions) 
1981 1980 1979 1977 | 1978 | 1979 | 1980 | 1981 
Summary of Income i 
Income from continuing operations .......... $ 626 $ 197 $ 109 
Income from discontinued operations ........ 362 1,101 994 
NGM COMO pean ie ee uate Seo Ad oota pews oh sorb $ 988 $1,298 $1,103 35 
Steego Corporation’s equity innet income .... $ 895 $1,175 $ 998 
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On December 31, 1980, Milwaukee Western Corporation (‘‘MWC’’) sold its 
68.6% interest in Milwaukee Western Bank (the ‘“‘Bank’’) for an aggregate Sa 
purchase price of $12,985,000, composed of $6,800,000 in cash and nine- 25 

teen negotiable promissory notes representing the balance of the pur- 
chase price. As a result of this transaction, the equity in net income of 
the Bank has been segregated in the consolidated financial statements 20) 
as discontinued operations of financial subsidiary. The sales price was 
sufficient to enable MWC to recover its investment in the Bank, in- | ot 
cluding taxes payable as a result of the Bank’s cumulative undistributed heen es eet 
earnings, and there was no material gain or loss on the disposition. 


Property, Plant and Equipment 
Property, plant and equipment consists of: 


(In thousands) 


Operating properties, at cost Ek aes 
LEVARehs, con teneen Sure Aw a SRR eae 2 eo ane eo Oe ae $ 4,825 $ 4,722 
Buildings and leasehold improvements .............+: 12,872 11,370 
MachiInery-and GGUIDIMENE wang acne oo cts ear ecien afew oh 18,479 17,279 
Motalveperating PrOperntles. yy csc wate wee ie he oe oe 36,176 Sota “| Accumulated Depreciation and 
Accumulated depreciation and amortization.......... 14,257) (12,590) Amortization 


Net book value of operating properties........... 21,919 20,781 — tore: eee 
Landiheld tor development s.sc. cose. cakes sess saw as 1,972 1,972 eGuisnenteen ea 
Property, plant and equipment — net............ $23,891 $22,753 Chart 11 
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Notes Payable 


To accommodate seasonal requirements, the Company and certain sub- 
sidiaries had unsecured lines of credit with several banks with interest 
at prime commercial rates. 

No compensating balances were required on the subsidiaries’ lines of 
credit, nor on the Company’s line of credit totaling $2,000,000. Compen- 
sating balances equal to 72% of the advances plus %% on the 
average daily unused portion were required on the Company’s 
$5,000,000 line of credit. 


The following summarizes additional information relative to unsecured 


lines of credit: (In thousands) 
1981 1980 1979 


End of period: 


Outstanding DOrOWINOSs weit es $ 300$ 2,947 $2,713 
Unutilizedicommitine nitSseeeeeneen eee a ieee 11,200 4,200 800 
Compensating balances required .............. 25 — — 
Weighted average interest rate................. 18% 17% 12% 
During the period: 

Maximum available commitments.............. $11,500 $11,200 $ 3,500 
Maximum outstanding borrowings at any 

MALOLANAARI0 Clusty noo ceinn Salivewe weet aaro’e ote 1,679 7,429 ata 
Average monthly outstanding borrowings ....... 639 4,645 TEOOI 
Weighted average interest rate................. 14% 16% 11% 


Long-Term Debt 


Subordinated Debentures 

On March 5, 1981, the Company sold $25,000,000 of 143%4% subordinated 
debentures due February 15, 2001 with interest payable semi-annually 
commencing August 15, 1981. The debentures, which are subordinated in 
right of payment to all senior indebtedness, as defined, were sold at an 
original issue discount aggregating $3,650,000. 


Annual sinking fund payments sufficient to retire $1,875,000 principal 
amount of debentures are required commencing February 15, 1991, calcu- 
lated to retire 75% of the issue prior to maturity. The Company has the 
non-cumulative option to retire through the sinking fund up to an addi- 
tional $1,875,000 principal amount of debentures on any sinking fund pay- 
ment date. In addition, the debentures will be redeemable at the option 
of the Company, in whole or in part at any time, at 106% of principal 
amount prior to February 15, 1982 and thereafter at prices declining an- 
nually to 100% of principal amount on and after February 15, 1991, in 
each case together with accrued interest, except that no such redemp- 
tion may be made prior to February 15, 1986 directly or indirectly using 
borrowed funds having an interest cost of less than 173%% per annum. 


Senior Notes 

The Company has note agreements with insurance companies, providing 
for loans of $12,047,000 due in 1989, payable in equal semi-annual in- 
stallments of $1,076,000 inclusive of interest at 834% per annum, and 
loans of $10,000,000 due in 1993, payable in equal semi-annual install- 


eee 


ments of $707,000 commencing in fiscal 1983 inclusive of interest at 9% 
per annum. 

Concurrent with the issuance of the 834% notes, the Company issued to 
the lenders warrants to purchase 548,668 shares of its common stock, at 
$2.47 per share (as adjusted). These warrants expire on January 31, 1989. 


During fiscal 1980 unsecured short-term notes totaling $7,000,000 were 
converted into long-term notes. A note in the amount of $5,000,000, due 
on October 31, 1982, bore interest at 107% of the lending bank’s prime 
commercial rate. A note in the amount of $2,000,000, due on April 30, 
1982, at the Company’s option was borrowed in United States currency 
or Eurodollars for certain time periods. United States currency loans 
bore interest at %2% over the bank’s prime commercial rate, and 
Eurodollar loans bore interest at from %2% to %4% over the London 
Interbank Offered Rate. Compensating balances were not required under 
these note agreements. On March 6, 1981, the notes were repaid with a 
portion of the proceeds from the sale of the subordinated debentures; 
however, the unsecured lines of credit totaling $7,000,000 remain 
available (see ‘‘Notes Payable’). 


Revolving Credit-Term Loan Agreement 

The Company had an unsecured seven-year revolving credit-term loan 
agreement with a bank that provided for credit availability of $7,500,000 
at an interest rate of %% over the bank’s prime commercial rate. On 
March 6, 1981, the outstanding indebtedness to the bank ($4,000,000) 
was repaid with a portion of the proceeds from the sale of the subor- 
dinated debentures and the agreement terminated. 

During the period from May 1, 1980 through March 6, 1981 and the fiscal 
year ended April 30, 1980 the maximum amount outstanding under the 
revolving credit agreement was $7,500,000. The average amounts 
outstanding (based on month end amounts), and the weighted average 
interest rates were $5,670,000 and 15%, and $6,125,000 and 15%, 
respectively. 


Restrictive Covenants 

The agreements covering certain debt obligations provide for the 
maintenance of ratios of consolidated working capital and tangible net 
worth, and include covenants restricting the incurrence of liens, funded 
debt, certain investments and the payment of cash dividends. During 
fiscal 1980, the Company did not comply with certain restrictive 
covenants relative to current ratio, current debt and total indebtedness. 
Upon notification, the various lenders waived compliance with these 
covenants through April 30, 1980, and in July 1980, the Company ob- 
tained modifications to its note agreements; as a result, the Company is 
in compliance with the terms of those agreements as modified. The 
agreements also provide, under certain conditions, for prepayment at 
the option of the Company. At April 30, 1981, under the most restrictive 
provisions of these agreements, retained earnings of approximately 
$5,700,000 were available for the payment of cash dividends and for 
restricted investments. 


STEEGO CORPORATION 
AND SUBSIDIARIES 


DEBT AND INTEREST 


(In millions) 


_ Short-Term Debt 


a Long-Term Debt 
M4 interest Expense 


Chart 12 
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Long-Term Debt Consists of: 
(In thousands) 


1981 1980 
Senior notes: 
834% payable to 1989, less discount of $145,000 (1981) 
anid $164, COC 980) Sere te steer gens aay cee ee $12,047 $13,046 
9% due 1983 to'1993 Aakers aie ce ek Oe Ea eee ear 10,000 10,000 
Revolving credit-term loan, %% over prime due in 
installments beginning: 1981 ye cece eee — 7,500 
Note due to bank, 107% of prime due in 1982 .............. — 5,000 
Note due to bank, %2 % over prime due in 1982 ............. — 2,000 
Notes due to banks, 5% and prime due through 1984 ....... 447 532 
Mortgage notes, 5% to 14% % payable to1992 ............ 135i 1 oes 
Secured and other notes payable, 5% to 13% due in 
installments'toc99il eer, nae ee eee ee ee 2522 3,180 
Subordinated Debentures, 1434% due February 15, 2001, 
with sinking fund requirements beginning 1991 and an 
effective interest rate of 17%,%, less discount of 
$3;599,000 sisiachdiGele Mesto cerns es cei arc re eee 21,401 — 
47,768 42,591 
LESS Current matunithe Sresecciees ceenere mene ce eric tare rata earner PLPNS 2,243 
Lorig=ternn 0s cts winrar ee cee rn $45,553 $40,348 


Aggregate principal amounts payable in the four fiscal years subse- 
quent to April 30, 1982 and thereafter are: $2,996,000 (1983), $2,521,000 
(1984), $2,353,000 (1985), $2,447,000 (1986) and $35,236,000 thereafter. 


Commitments and Contingencies 


Pension Plans 

Several of the Company’s subsidiaries have trusteed retirement plans for 
eligible employees. Methods of funding include current costs, plus in- 
terest on past service costs, or amortization of past service costs over 
periods not exceeding thirty years. Based upon estimates of consulting 
actuaries, as of May 1, 1980 the present value of accumulated vested 
benefits and non-vested benefits of the Company’s domestic plans were 
$3,319,000 and $399,000, respectively, using an assumed rate of return of 
6.5%. The net assets available for such benefits at that date were 
$3,387,000. The Company’s foreign pension plans are not required to 
report to certain U.S. governmental agencies and do not otherwise deter- 
mine the actuarial value of accumulated plan benefits or net assets 
available for benefits as determined above. For those plans, the ac- 
tuarially computed value of vested benefits as estimated by consulting 
actuaries does not exceed the value of pension fund assets plus balance 
sheet accruals as of May 1, 1980. The cost of the Company’s pension 
plans including the amortization of past service costs charged to con- 
solidated income in the three fiscal years ended April 30, 1981 was: 
$444,000 (1981), $328,000 (1980) and $572,000 (1979). 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


Lease Commitments 

The Company has long-term lease commitments, principally on real 
estate, expiring On various dates through 1991. Certain leases require 
payment of property taxes, insurance and maintenance costs in addition 
to rental payments. During the three fiscal years ended April 30, 1981 
rental payments aggregated: $2,645,000 (1981), $2,302,000 (1980) and 
$1,587,000 (1979). Future minimum annual rental payments on existing 
non-cancellable lease commitments are as follows: $1,588,000 (1982), 
$1,345,000 (1983), $1,105,000 (1984), $826,000 (1985), $493,000 (1986) and 
$852,000 thereafter. 


Stockholders’ Equity 


Preferred Stock 

The cumulative convertible preferred shares are entitled to preference of 
$10 per share upon liquidation or dissolution. The Company may redeem 
all or any part of these shares at any time. The following is a summary 
of the provisions pertaining to the preferred stock: 


Number of 
Annual Common Shares Voting 
Series Dividend Convertible Into Privilege 
A $.45 1.081 W% of 1 vote 
B $.55 ieloe None 


Warrants 

Warrants expiring on January 31, 1989, provide for the purchase of 
548,668 shares of the Company’s common stock at $2.47 per share. 
Options 

The Company had two qualified stock option plans: the 1966 Qualified 
Stock Option Plan (‘1966 Plan’) and the 1975 Qualified Stock Option 
Plan (‘1975 Plan’). At April 30, 1981, all options granted under the 1966 
Plan were exercised, terminated or had expired. There are no options 
available for future grant under the 1966 Plan. 

A summary of changes in the Company’s qualified stock option plans 
during the three fiscal years ended April 30, 1981 is as follows: 


Shares 
1981 1980 1979 
Outstanding, beginning of year.............. 192,494 250,985 109,472 
(CV PeNahtoh es es ea eS on ee ene 39,900 17,850 189,172 
EXOKGIS CC erm arn Gee eae es SnD at cas asenee (7,000) (46,241) (23,464) 
SNORE TS Ih: riya, ooo Oiec bn Ata a nem (45,110) (30,100) (24,195) 
Ourstandiigvend Of yan. .c6.. 6.0 4ec rene b 180,284 192,494 250,985 


Additional information with respect to stock options granted is set forth 
below. Market prices in the following summary are as of the dates the 
stock options were granted, became exercisable or were exercised, as 
applicable. 


STOCKHOLDERS’ EQUITY 


BOOK VALUE PER 
COMMON SHARE 


') Equity (In millions) 
(8) Book Value Per Common Share 
(In dollars) 
Chart 13 
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Fiscal Number 
Year of Option Price Market Price 
ofGrant Shares Per Share =»-_ Total «=sssPer Share =Total 
Options 
outstanding: 
April 30,1981 ... 1979 122,534 $2.92 $357,236 $2.92 $357,236 
1980 17,850 $3.69 65,875 $3.69 65,875 
1981 39,900 $3.46 137,940 $3.46 137,940 
180,284 $561,051 $561,051 
April 30,1980 ... 1976 39,765 $3.71-$3.80 $148,062 $3.71-$3.80 $148,062 
1979 134,879 $2.92 393,230 $2.92 393,230 
1980 17,850 $3.69 65,875 $3.69 65,875 
192,494 $607,167 $607,167 
April 30,1979 ... 1975 46,241 $1.54 $ 71,188 $1.54 $ 71,188 
1976 39,765 $3.71-$3.80 148,062 $3.71-$3.80 148,062 
1979 164,979 $2.92 480,980 $2.92 480,980 
250,985 $700,230 $700,230 
Options which 
became exercis- 
able during: 
Fiscal 1981..... 1980 17,850 $3.69 $ 65,875 $3.625 $ 64,706 
Fiscal QcOmmrer 1979 164,979 $2.92 $480,980 $2.95 $486,330 
Fiscal1979..... 1975 6,556 $1.54 $ 10,094 $3.67 $ 24,068 
Options exercised 
during: 
Fiscal 1981..... 1979 7,000 $2.92 $ 20,412 $3.875 Se 2it20 
FiscalmlQoOmeraar 1975 46,241 $1.54 $ 71,188 $3.17-$3.97 $167,529 
RIiSCalnl OO nee 1975 23,464 $1.54 $ 36,125 $2.95-$3.56 $ 75,474 


Under the 1975 Plan, stock options to purchase 261,073 shares of com- 
mon stock may be granted. At April 30, 1981, 73,789 shares were avail- 
able for future grants. The options are granted at the fair market value 
on the date of grant, expire five years from date of grant, and are exer- 
cisable one year after grant. Options granted are exercisable with 
respect to 140,384 shares at April 30, 1981. 


As a result of a recent change in United States tax law, the tax benefit 
of qualified stock options was eliminated and stock option plans 
previously qualified became non-qualified for outstanding options and 
future grants. 


In addition to the outstanding options under the 1975 Plan referred to in 
the above table, the Company has granted to the Chairman of the Board 
and Chief Executive Officer a non-qualified stock option to purchase 
110,250 shares of common stock at a price of $3.288 per share. The op- 
tion is exercisable, in whole or in part and from time to time, on or prior 
to April 7, 1984. 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


Management has requested that the stockholders at the annual meeting 
presently scheduled for August 27, 1981, approve an amendment to the 
1975 Plan to increase the shares available for grant, extend the terms of 
the outstanding options (including the option granted to the Chairman of 
the Board), and provide for the granting of stock appreciation rights. 


General 

At April 30, 1981, an aggregate of 1,254,062 shares of common stock 
were reserved for issuance upon conversion of preferred stock and the 
exercise of warrants and options. 


All appropriate amounts have been adjusted for the 5% common stock 
dividends paid in January 1981, 1980 and 1979. 


Earnings Per Common Share 


Primary earnings per share are based on the weighted average number 
of common shares and common equivalent shares outstanding after giv- 
ing retroactive effect to stock dividends and after deducting preferred 
stock cash dividends from net income. The shares resulting from the 
assumed exercise of the outstanding warrants and options are included 
in the average number of common and common equivalent shares 
outstanding. 

Earnings per common share assuming full dilution are based on the 
primary computation adjusted as to options and warrants for market 
prices at the end of the period, when higher than the average price, and 
the assumed conversion of Series A and B Preferred Stock. Cash 
dividends on the Preferred Stock are not deducted from net income in 
the computation. 


The number of shares used in the computation of primary and fully 
diluted earnings per share was as follows: 


Assuming 
Full 
Primary Dilution 
(Navi SO TCIM. teh eh are a bee Wo ae oak Gina erato eee 7,310,000 7,736,000 
ADONIS OMG S Ot mrrracete rate kas ta ca ate ern amas oie « 7,279,000 7,686,000 
ADTs Os GO meeemanerr Wee cnet te eer re snk ets Sov ites 7,215,000 7,606,000 


Gain on Sale of Investments 


Fiscal 1980 includes a non-recurring gain of $336,000 ($242,000 after-tax, 
equal to $.03 per share) from the sale of investment securities, and a 
gain of $408,000 ($294,000 after-tax, equal to $.04 per share) from the 
sale of real estate investments. In addition, as part of the continuing liq- 
uidation of long-term real estate investments, the Company sold a rental 
property in fiscal 1980 and recognized a gain of $473,000 ($341,000 after- 
tax, equal to $.05 per share). Offsetting this gain, the Company wrote-off 
$419,000 ($.06 per share) representing the balance of goodwill attrib- 
utable to its real estate subsidiaries. 


Financial Information by Fiscal Quarter — Unaudited 


Refer to page 38 of this annual report for a summary of unaudited finan- 
cial information by fiscal quarter. 
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RESULTS OF OPERATIONS 
Fiscal 1981 Compared to 1980 


Consolidated sales increased 
$18.9 million, or 8%, to a record 
$249 million from $230.1 million in 
fiscal 1980. Domestic sales, which 
represent 64% of consolidated 
sales, rose $11.1 million, or 8%, 
while Canadian sales rose $7.7 
million, or 9%. Canadian sales 
were reduced by translation ad- 
justments of $15.9 million in fiscal 
1981 and $13.9 million in fiscal 
1980. 


Sales of the Replacement Parts 
and Printing and Allied Products 
(“‘non-durable goods’’) divisions 
rose $3.1 million, or 3%, to $121.4 
million. Domestic automotive re- 
placement parts sales declined 
4%, despite industry wide price 
increases of approximately 8%. 
The comparative sales decline 
was largely a result of the closing 
of two marginal warehouse loca- 
tions during the second half of 
fiscal 1980. Canadian sales rose 
8% after a $10.7 million negative 
currency translation adjustment 
($9.5 million in fiscal 1980) prin- 
cipally as the result of price in- 
creases. Sales of the agri- 
equipment parts operations were 
11% below fiscal 1980 primarily 
due to a general decline in the 
agri-equipment industry. Printing 
and allied products sales rose 
17% over fiscal 1980. 


Sales of the Metal Working 
Machinery, Transportation Equip- 
ment and Fabricated Metal Prod- 
ucts (‘durable goods’’) divisions 
increased $16.6 million, or 15%, 
to $124.8 million. Metal working 
machinery sales rose $14.1 mil- 
lion, or 17%. Domestic sales rose 
16% while Canadian sales were 
up 21% after reflecting a $3.3 
million negative currency transla- 
tion adjustment ($2.6 million in 


fiscal 1980). Transportation equip- 
ment sales were 16% higher on 
the strength of a 15% rise in 
domestic trailer sales and a 20% 
rise in Canadian waste handling 
equipment sales. Fabricated 
metal products sales declined 
$575,000, or 8%. 

Revenue from Engineering Serv- 
ices, Import-Export and Real 
Estate activities (‘services’) ac- 
counted for $2.8 million of consol- 
idated sales in fiscal 1981. Sales 


from the engineering services divi- 


sion increased $434,000, or 40%, 
while import-export and real 
estate sales declined. 


Consolidated gross margins were 
22% in fiscal 1981 compared to 
23% in fiscal 1980. Increased 
sales of lower margin metal work- 
ing machinery (38% of consoli- 
dated sales in fiscal 1981 com- 
pared to 35% in fiscal 1980) was 
the primary reason for the decline 
in consolidated gross margins as 
a percent of sales. Operating ex- 
penses decreased to 18.6% of 
sales compared to 19% in fiscal 
1980. The dollar increase of $2.6 
million was principally the result 
of variable expenses related to 
the incremental increase in sales 
volume and the effects of infla- 
tion. Interest costs rose $515,000, 
or 12%, reflecting the increase in 
total debt outstanding. 


The Company continues to pursue 
the sale of its real estate hold- 
ings; however, there were no sig- 
nificant sales transactions re- 
corded in fiscal 1981. Sales of 
securities and real estate in- 
vestments increased net income 
$458,000 ($.06 per share) in fiscal 
1980. 


The equity in income before taxes 
on income of continuing opera- 


tions of the financial services sub- 


sidiary increased 184% asa 
result of higher earnings of the 


MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


commercial finance operations 
and interest earned on the pro- 
ceeds of the sale of Milwaukee 
Western Bank. The equity in net 
income of discontinued opera- 
tions, which includes equity in net 
income of the Bank for only eight 
months in fiscal 1981, declined 
$607,000. The provision for addi- 
tional taxes on undistributed earn- 
ings of the Bank during fiscal 

1981 also contributed to the 
decline. 


Unrealized currency translation 
adjustments reduced fiscal 1981 
net income by $1,252,000 ($.17 per 
share) compared to $38,000 ($.01 
per share) recorded in fiscal 1980. 


Fiscal 1980 Compared to 1979 


Consolidated sales in fiscal 1980 
rose $24.9 million, or 12%, to 
$230.1 million from $205.2 million 
in fiscal 1979. Domestic sales, 
which represented 64% of con- 
solidated sales, rose $13 million, 
or 10%, while Canadian sales 
rose $11.9 million, or 17%. Cana- 
dian sales were reduced by cur- 
rency translation adjustments of 
$13.9 million in fiscal 1980 and 
$11.3 million in fiscal 1979. 


Non-durable goods sales rose $4.8 
million, or 4%, to $118.3 million. 
Domestic automotive replacement 
parts sales declined 3%. Sales in 
the U.S. region were, in part, 
reduced by the closing of the 
Rochester, New York, warehouse 
and its four satellite stores. These 
operations were marginal and out- 
side the Company’s strategic 
marketing area. In addition, 
subsequent to storm damage, the 
Toledo, Ohio, warehouse was 
closed. Canadian automotive 
replacement parts sales rose 4% 
after a $9.5 million negative cur- 
rency translation adjustment ($8.7 
million in fiscal 1979). Sales of the 
agri-equipment parts operations 
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increased 28% over fiscal 1979, 
which was hampered by a four 
month strike. Printing and allied 
products sales rose 12%. 


Durable goods sales rose $18.3 
million, or 20%, to $108.2 million. 
Metal working machinery sales 
rose $13.2 million, or 19%. Do- 
mestic sales rose 13% while 
Canadian sales were up 55% after 
a $2.6 million negative currency 
translation adjustment ($1.6 mil- 
lion in fiscal 1979). Transportation 
equipment sales were 13% higher 
(after a $537,000 negative currency 
translation adjustment), resulting 
from a6% rise in domestic trailer 
sales and a 75% rise in Canadian 
waste handling equipment sales. 
Fabricated metal products sales 
rose $2.9 million, or 69%, after the 
negative impact of a $1.2 million 
Currency translation adjustment 
($683,000 in fiscal 1979). 


Services accounted for $3.6 
million of consolidated sales in 
fiscal 1980, double fiscal 1979’s 
results. Fiscal 1979 included sales 
from the engineering services divi- 
sion for seven months compared 
to twelve months for fiscal 1980. 
Import-export sales were up 69% 
in fiscal 1980. Real estate sales 
rose 214% as a result of the sale 
of a large tract of land. 
Consolidated gross margins were 
23% in both years but rose $5 
million, or 10%, to $52.7 million. 
Operating expenses decreased to 
19% of sales compared to 20% in 
fiscal 1979. The dollar increase of 
$2.7 million was principally the 
result of variable expenses related 
to the incremental increase in 
sales volume. Interest costs rose 
$1.1 million, or 35%, reflecting in- 
creased average borrowings at 
higher average interest rates. 

The equity in income before taxes 
on income from continuing opera- 
tions of the financial services sub- 


Sidiary rose 80% principally as a 
result of a 31% increase in the 
commercial finance operations 
and a 26% reduction of adminis- 
trative expenses. The equity in net 
income of discontinued opera- 


tions of the financial services sub- 


sidiary increased 11% and 
represented 20% of net income 
(29% in fiscal 1979). 

Fiscal 1980 benefited from the 
sales of securities and real estate 
investments, which in the aggre- 
gate increased net income by 
$458,000, or $.06 per share. Cur- 
rency translation losses totaled 
$38,000 ($.01 per share) compared 
to $1,381,000 ($.19 per share) in 
fiscal 1979. 


EFFECTS OF 
INFLATION 


The Company’s inventories are 
valued at cost using the FIFO 
method of inventory accounting 
and, therefore, may not be indica- 
tive of the current cost of prod- 
ucts sold. However, as a result of 
the rapid turnover of much of the 
Company’s inventory and in- 
creases in selling prices to reflect 
current costs, the Company feels 
that the major impact of inflation 
upon its operating results has 
been minimized. 

Also, the Company has for many 
years employed strict cost control 
measures which have reduced the 
impact of inflation and partially 
offset increases in cost which are 
more difficult to control. However, 
the charge for depreciation 
reflected in the results of opera- 
tions does not provide a basis for 
assessment of the Company’s 
ability to maintain its operating 
capability. If the Company’s 
operations were restated to 
reflect higher depreciation 
charges related to the current 
cost required to replace existing 


productive capacity and facilities, 
reported income would decrease. 
Inflation also affects assets and 
liabilities when the amounts are 
fixed without reference to specific 
future prices. Although the Com- 
pany’s net monetary assets nec- 
essary for ongoing operations 
have increased, they will pur- 
chase fewer goods and services 
in the future. Conversely, how- 
ever, future monetary assets with 
less purchasing power will be 
used to repay long-term debt 
which is fixed in amount in 
historical dollars. 


LIQUIDITY AND 
CAPITAL RESOURCES 


At April 30, 1981, working capital 
was $57.9 million compared to 
$53.8 million at April 30, 1980. 
Cash and certificates of deposit 
increased to $10.7 million from 
$8.8 million at April 30, 1980. 
Cash, accounts receivable and 
finished goods inventories at April 
30, 1981 represent 90% and 63% 
of total current assets and total 
assets, respectively. 

During fiscal 1981, working 
capital increased by $4.1 million 
compared to $8.6 million during 
fiscal 1980. Working capital pro- 
vided from operations during 
these fiscal years was $5 million 
and $6.5 million, respectively. 
Capital additions of $3.8 million in 
fiscal 1981 and $5.3 million in 
fiscal 1980 were financed prin- 
cipally from an increase in long- 
term debt. The Company had 
$11.2 million of available lines of 
credit at April 30, 1981. It is an- 
ticipated that these lines of credit 
will be adequate to finance work- 
ing capital requirements during 
fiscal 1982. 
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STATEMENTS OF CONSOLIDATED INCOME 


Fiscal Year Ended April 30 See 
Financial 
Review 
1981 1980 1979 Page 
NETISAGES Gri tee ec eae nie it cnt er Sacre ae eee $249,010,000 $230,145,000 $205,194,000 
GOSEORSSIGS tic seth tee eat etn hece 5 fete wi eens Reet eee oes 193,154,000 177,473,000 157,447,000 
GROSS MARGIN Seas: ceturevtee atin cin cw ee eniG GE caer 55,856,000 52,672,000 47,747,000 
Selling, distribution and administrative expenses ......... 46,420,000 43,795,000 41,129,000 
Gain OnisalesOninvEestMentSiaenieee ts erie cete c nee eee — 798,000 — 31 
OPERATING INCOME* sein hor Saale ogc Steen iene 9,436,000 9,675,000 6,618,000 
Interest expense, net of interest income of $1,024,000 (1981), 
$7.74.000.(1980)'and.o594, 00011979 )ee erie seer ete: 3,839,000 3,574,000 2,612,000 
Equity in income before taxes on income of 
continuing operations of financial subsidiary........... 752,000 265,000 147,000 25 
Income from continuing operations before 
TAXES OMANCOMECS es cee co cies ee oe aon yee 6,349,000 6,366,000 4,153,000 
Provision for taxes on income from 
CONTINUING ODEratlonS wrncatecr cis a ener ee ee eee 3,223,000 2,602,000 2,114,000 23 
Minority interest in net loss of consolidated 
SUDSICIAMY reared mateo ae nt ea celal ce eee 58,000 — —_ 
INCOME FROM CONTINUING OPERATIONS............. 3,184,000 3,764,000 2,039,000 
Equity in net income of discontinued operations 
Of LimanGlal.SUDSICIALY erstellen nineteen ate meee 327,000 934,000 839,000 25 
NET-INCOME Sire. aie ae ere cee ae ene ee 3,511,000 $$ 4,698,000 $ 2,878,000 
EARNINGS PER COMMON SHARE 31 
Primary 
Continuing operations 9 en aa eenn oe ee ere $.42 $.50 $.26 
NetinCome@sizemt a0 200 ou oe oe oe $.46 $.62 $.38 
Assuming full dilution 
CONntnUInG Operations. at, snare ene $.41 $.49 $.26 
Net INCOM yc ters nrc chr eee eee ee $.45 $.61 $.38 


See Financial Review on pages 21 through 31. 
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At April 30 See 
Financial 
Review 
1 eS 
ASSETS 
Current assets 
Cash including certificates of deposit of $2,355,000 (1981) ........... $10,730,000 $ 8,782,000 26 
Accounts and notes receivable, less allowance of $816,000 (1981) and 
DE OA OO MOOL) tier, erent ea useh elite, beaut ra keaigh ears eo MA vee 40,819,000 39,733,000 
Inventories, principally finished goods, at lower of cost 
INSETS POUL) OmMarne tan» sectee en etka gots auras aces cen eae : 49,002,000 46,865,000 
PESPALCIUOIN S site ewer neat ame easy Alcina GAG. sul am vibeks mre titer g Genes ees 1,531,000 3,339,000 22 
hOtake UrreaSSetSeunnes maces one oh codidio ells oe seer oat ask 102,082,000 98,719,000 
Investment in and advances to financial subsidiary................... 13,009,000 11,233,000 25 
NoOn-CUEML NOLESMOCEIVADIC tear aq carci he a iv cng) ai divda eet a cahewa ate 1,244,000 1,327,000 
Property, plant and equipment, less accumulated depreciation of 
$14-207-000 (198s) and o12-090,000(1980) sone. evn ace es oroe: Serr 23,891,000 22,753,000 25 
Cost of investments in consolidated subsidiaries over related net assets 3,835,000 3,863,000 21 
CME ASS OLSh ere tera hiceie manner ay Pena ele nes enna) Bas eh As 1,996,000 805,000 
OTAIASS GUS me -aeaerarcetcet Serenata toes eas ec hte wees $146,057,000 $138,700,000 
LIABILITIES 
Current liabilities 
NOTES: D AV aDIC men ai a mms teenies Rumen Rica, et awn ae fh Sess soe he seduces 300,000 $ 2,947,000 26 
Gurrentimaturitics of long-term Cebit yi. wae ons see a nitrate apn lems 2,215,000 2,243,000 28 
PICCOUMES ID AY Gi lO terrae tient yO RR RI cuidate Nuc katy © co culitain cit 32,441,000 32,222,000 
PECIMCOMADULIES suena meet merenme eure created oleic: seater cg eer Sa Genet a aah ehccguak Go ok 6,060,000 5,447,000 22 
ACChUCU MAKES Ol: (NIC OIG mane bate ticeast euseeieinrs ams Means altars tren Sas a wees 3,188,000 2,062,000 
TOLACUEFE MMA Te Spm eens trates a ie cio Gale cash len oan 44,204,000 44,921,000 
Long-term liabilities 
Lev alle SSL Mam@ (2) 81 Oe monte Upc cai hasty Oot cee OR Re Re Ce eee wea ee 45,553,000 40,348,000 26 
Deferred taxes on income and other liabilities ...................4. 3,190,000 2,802,000 
MOtanlonG- tenn a bilitiGStensemeer tr es nulere a cones he eee 48,743,000 43,150,000 
MInOnLvinterestinconsolidated SUDSICIANV« 2a nak as cae ei ncete weet ein ay 77,000 135,000 
Commitments and contingencies 28 
STOCKHOLDERS’ EQUITY 29 
Preferred stock, no par value, 10,000,000 shares authorized; 
issuable in series 
Series A, $10 stated value, 4.5% cumulative convertible; issued 
ANCOUTISTANGINGEZ04 1 OO SINAleSi 4 sey aan cued ree e seis ger aie a, daw 2,042,000 2,042,000 
Series B, $10 stated value, 5.5% cumulative convertible; issued 
AMGOULS TEM CI Qa Gia GINAt© Semen iemecn we aae ele Gaseeanetane Geneon vane aeamase 1,044,000 1,044,000 
Common stock, $.10 par value, 15,000,000 shares authorized; issued 
Boe, 7 osmares GLootyandy,600,c00 Siiares, (1960) i. accuse aes see 823,000 786,000 
GAP A SSU GOWNS mentee ee eee era NE ye ae eens eaters merge aeay rete ccc 27,112,000 25,873,000 
STAC ce AiG mrak eu nc See ea oe hrs ee a Ste IO oe in a Bs ae 24,692,000 23,443,000 27 
55,713,000 53,188,000 
Less common stock in treasury, at cost; 1,111,150 shares (1981) and 
POBO OSM SAS Cl GOO acest ciety ti since ote ommin ye tae oh nur serene us 2,680,000 2,694,000 
HOcalSLOCKMOIO CSO QUIt Ve wemee ot vie peat rie Miaue ieee mele 53,033,000 50,494,000 
Totalabiities ancd:stockhOlders CquIty ne ere re torntees eee $146,057,000 $138,700,000 


See Financial Review on pages 21 through 37. 
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STATEMENTS OF CONSOLIDATED STOCKHOLDERS’ EQUITY. 


Fiscal Year Ended April 30 


1981 


1980 


1979 


PREFERRED STOCK 
Beginning of year ....... 
Conversion of preferred 


Shares 


Amount 


Shares 


Amount 


Shares 


Amount 


308,592 $ 3,086,000 


317,142 $ 3,171,000 


317,142 $ 3,171,000 


Stocks. a tae. = _ ( 8,050) meet 85,000) ae = 
AUVear end re..hs. eee 308,592 3,086,000 308,592 3,086,000 Sis 3,171,000 
COMMON STOCK 
Beginning of year ....... 7,855,293 786,000 7,487,974 749,000 7,149,365 715,000 
Common stock 
dividends —5% .... 376,880 37,000 358,513 36,000 338,609 34,000 
Conversion of preferred 
StOCKee tec, Gees — — 8,806 1,000 — — 
Aivyearends-ar nee. e 8,232,173 823,000 7,855,293 786,000 7,487,974 749,000 
TREASURY STOCK 
Beginning of year ....... (1,080,037) ( 2,694,000) (1,085,677) ( 2,778,000) (1,072,209) ( 2,820,000) 
Common stock 
dividends on shares 
held by 90.5% owned 
financial subsidiary.. ( 38,113) — (536,007) — (Pme34 OF 2) = 
Exercise of stock 
ODHONS Ammo. feeeate 7,000 14,000 41,941 84,000 21,104 42,000 
AtVeEaKend te twee: e (1,111,150) ( 2,680,000) (1,080,037) ( 2,694,000) (1,085,677) ( 2,778,000) 
CAPITAL SURPLUS 
Beginning of year ....... 25,873,000 24,790,000 23,804,000 
Common stock 
Gividendss. eae 1,233,000 1,012,000 992,000 
Conversion of preferred 
SLOCK eae mene ne — 84,000 — 
Exercise of stock 
ODUIOMNS*: ae yee eater 6,000 ( 13,000) 6,000) 
AtVGar Cndisn ae. te ea 27,112,000 25,873,000 24,790,000 
RETAINED EARNINGS 
Beginning of year ....... 23,443,000 20,744,000 19,801,000 
Common stock 
CIVIGENOS sree ( 1,270,000) ( 1,048,000) ( 1,026,000) 
Cash dividends: 
Common — $.12 per 
Shareware s ( 843,000) ( 798,000) 756,000) 
Preferred: 
SeriesA—4.5%.. ( 92,000) ( 96,000) 96,000) 
SeriesB —5.5% .. ( 57,000) ( 57,000) 57,000) 
NeLINCOMeEs.. 3 ater 3,511,000 4,698,000 2,878,000 
AL Ve@arend: 20 asl aaneee 24,692,000 23,443,000 20,744,000 
TOTAL STOCKHOLDERS’ 
EQUITY 3---, - te eee oe $53,033,000 $50,494,000 $46,676,000 


See Financial Review on pages 21 through 31. 
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STATEMENTS OF CHANGES IN 
CONSOLIDATED FINANCIAL POSITION 


Fiscal Year Ended April 30 


STEEGO CORPORATION 


AND SUBSIDIARIES 


1981 1980 1979 
FUNDS PROVIDED BY: 
REN THIN) 8 ARCS Rom A ik Nat cn es Op eee a $ 3,511,000 $ 4,698,000 $ 2,878,000 
Charges (credits) to income not involving cash — 
DeprechatroMmanGca niOntiZaWOnan wie oes bs hoe yaw a sechs © x Sneibens 2,456,000 2,132,000 1,823,000 
ProvisiOnmOh GeTemedtaxeS 91. aha aan Ole ee Gaius eee ( 6,000) 446,000 10,000 
Equuy in net income of financial subSidiary............6...05 ( 895,000) (1,175,000) ( 998,000) 
Minority interest in net loss of consolidated subsidiary ....... ( 58,000) — — 
Reduction of cost of investment in consolidated subsidiary 
over related net assets acquired ..................000008 woe 419,000 — 
Oats FOO PehallOh Sante t ey fatten on ree ahcct ene Ble Sha hts 5,008,000 6,520,000 Sf 119,000 
iimerease) decrease in Prepald (tCINS 6.65.0. c eae odes see ned 1,808,000 (1,874,000) 602,000 
Debi anising trom acquisition Of a DUSINGSS ................6262.2- — — 253,000 
mereaseMMOnGeveinnaeDUgeme tan eas chute 6 Mose aie susta Ba 20,743,000 10,010,000 5,350,000 
Book value of property, plant and equipment sold.............. 205,000 1,493,000 553,000 
EXELCISO Wi STOCKGOD TOM Sweet went tse ellis, Vee etchert nk Goris Gr ae eev aes 20,000 71,000 36,000 
(Increase) decrease in non-current notes receivable............ 83,000 ( 515,000) 202,000 
Increase (decrease) in deferred taxes on income and other 
TUN SUG comeea ee aes cree me een analy Pek nee masta ee CaS cx eae od 394,000 ( 134,000) 330,000 
Minority interest in consolidated subsidiary .................. — 135,000 — 
hotalunaS provided getter om ee ener ue he trae 28,261,000 15,706,000 11,039,000 
FUNDS USED FOR: 
Increase in accounts and notes receivable ................... 1,086,000 4,513,000 6,158,000 
MIGhKeASSHIMAVEMOLLOS sence eine Actes ee Pa kee a dae 2 dh Be 2,137,000 2,826,000 4,044,000 
(Increase) decrease in current liabilities ...................... 717,000 (3,944,000) (6,646,000) 
Property, plant and equipment of acquired business ........... _ — 50,000 
Purchase of property, plant and equipment ................... 3,771,000 5,252,000 3,986,000 
Transfer of inventory to land held fordevelopment............. — 222,000 _ 
REGUCHON OMmONG-tennmlGd eben yond. kary cues sees ete Cane 8A sew 16,647,000 2,747,000 3,564,000 
Cost of investment in consolidated subsidiary over related 
NEWASSE IS ACG UINGC meer Gk a halts oe tat Aah Santee Migsimde eo oe _ — 19,000 
Casiiaiwidenas On COMMON STOCK ern a25 cee a vote a arociele eee oe 843,000 798,000 756,000 
Dividend requirements on preferred stock ................0055 149,000 153,000 153,000 
Inerease (decrease) In Olner assets... 2-4 bas Ue we eee ee 82,000 ( 93,000) 410,000 
Increase (decrease) in advances to unconsolidated 
SHUTOIG INR Eacy ho an Aen RI ee ER re eet eee ee 881,000 ( 92,000) ( 74,000) 
RO PEL UCIN CSUN S CC) Meee arma tee ener ey os GA taht eae sca eecneen gis 26,313,000 12,382,000 12,420,000 
PENSASEU CEE TSASC INN CASI preeiceccns tus o> ars leltee eBay rare aus sears 1,948,000 3,324,000 (1,381,000) 
CASE GIN NIN GLOR AMC ARMac eakinie. s frattiseu mere ei ee 8,782,000 5,458,000 6,839,000 
CASH ATRY EAR END Gate ie eaten tae No lstace ng rey hai ee $10,730,000 $ 8,782,000 $ 5,458,000 


See Financial Review on pages 27 through 37. 
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FINANCIAL INFORMATION BY GEOGRAPHIC AREAS 


Sue aadocortts Income for the Fiscal GEOGRAPHIC SOURCE 
Year Ended April 30: TOTAL UNITED STATES CANADA 
SALES 
SOB pes. er Getter rah eae el eee eee $249,010 $158,778 64% $90,232 36% 
LOGO RSE alee operas mete ic Sates Sates etree ee are 230,145 147,656 64 82,489 36 
CRSA ee 9) OM Se UR a aR ase Ne diet sear 205,194 134,648 66 70,546 34 
URSA shay, RAs AAR i Sc he Ree ented aL 187,617 1135734569 73,883 39 
TARO SA Sr ee i ek ere ene Pats 163,601 88,989 54 74,612 46 
OPERATING INCOME 
TOS Tere ook, Ca ene ee ats cee a $ 9,436 $ 4,660 49% $ 4,776 51% 
TOSO svar ok rie en aca encaaclchin 5 ene ere 9,675 4,159 43 5,510 mor 
NOLO Wee eee eretere cs rte sors Lee en ee ee 6,618 3,184 48 3,434 52 
107 B Wem fue eh «Sipe Gee deca) «ler Mer kee MA) 2,304 40 3,41 5660 
LOL fete ata vs Re EE ot cee ree ey 8,206 3,235 39 4,971 61 


Asset Information at April 30: 


IDENTIFIABLE ASSETS 


ASB Teen cter cre tess. ss Sie cee ate ney wien el na Nemes fe $146,057 $101,207 69% $44,850 31% 
TOGO Srereiercts ceo Su eee cat tee ter eee enn onto 138,700 97,092 870 41,008 30 
UY AST Ge cd ivegh: Sara a eengre Pine 5, aera tir eer Paoli 123,228 83,411 68 39,0 1 faes2 
UU felt NG raters eer ae cer aR Mera cratrtieh, Suncoh6 112198 76,730 68 35,468 32 
UG te eS et en, See eh ee 101,656 63,752 63 37,904 37 


FINANCIAL INFORMATION BY FISCAL QUARTER 


(In thousands except per share amounts) Earnings Per 
Common Share(2) 
Income Income 
From From Assuming 
Gross % of Continuing Discontinued Net Full 
Sales Margin Sales Operations Operations Income(1) Primary Dilution 
FISCAL 1981 
First quarter ...... $ 60,493 $13,358 22% nS. 7st $ 95 $ 830 ia $.10 
Second quarter.... 60,378 13,754 23% LOD 7, 131 1,188 16 16 
Third quarter...... 64,259 12,000 eZ0 Yc 114 140 254 .03 .03 
Fourth quarter..... 63,880 16,094 25% 1,278 ( 39) 1peast’) .16 AG 
GISCaIN Can erase $249,010 $55,856 22% $3,184 $327 $3,511 $.46 $.45 
FISCAL 1980 
First quarter ...... $ 54,764 $12,874 24% $1,027 $192 $1,219 $.16 $.16 
Second quarter.... 55,300 12,668 23% 706 208 914 ste le 
Third quarter...... 54,887 dts D2 229% 191 209 400 [05 05 
Fourth quarter..... 65,194 15,0385) 24% 1,840 S20 2,165 .29 i 
eiscal. Year caase $230,145 $52,672 23% $3,764 $934 $4,698 $.62 $.61 


(1) Historically, the Company follows conservative accounting practices relating to the valuation of its inventories during interim periods. 
Estimated gross margins are used to determine approximately 50% of cost of goods sold and any cumulative inventory gains or losses 
are not recorded until the fourth quarter after they are verified by physical counts. During the fourth quarter of fiscal 1981 and 1980, 
these inventory adjustments, together with certain adjustments recorded by the Company and its financial subsidiary, in fiscal 1980, 
resulted in an increase in net income of approximately $1,100,000 ($.15 per share) in 1981 and $900,000 ($.12 per share) in 1980. 

(2) Adjusted for 5% stock dividend. 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


FINANCIAL INFORMATION BY SEGMENTS 


(In thousands) 
Sales and ppetaing Income 


Fiscal Year Ended April 30: 1981 1980 1979 1978 1977 
SALES 
Replacement Parts 
Automotive......... $ 98,835 $ 95,806 $ 94,941 $ 89,851 $ 83,447 
Agri-equipment ..... 12,342 13,807 10,763 9,821 10,739 
HO Gellaenmcctorecray: 111,177 45% 109,613 48% 105,704 52% 99,672 53% 94,186 58% 
Metal working 
MACHINE ouvert cmon me 95,462 38 81,396 35 68,236 33 56,587 30 40,105 25 
Transportation 
SquIpMentin.s.n eu: 22,668 9 19,597 9 i, S00 NO 159712 oe 13,611 8 
Fabricated metal 
DROGUCtS cee eta acres 6,635 3 7,210" 3 A21oe 2 TheSWhay 3,2605 95 
Other industry 
segments(1)........ 13,068 5 12,329 5 9624 5 8,268 5 7,434 4 
Totalsales ..... $249,010 100% $230,145 100% $205,194 100% $187,617 100% $163,601 100% 
OPERATING INCOME (2) 
Replacement parts ....$ 5,282 45% $ 4,496 38% $ 5,333 59% $ 3,727 47% $ 5,774 59% 
Metal working 
Mra CULO Vine tetra ee 2,992 26 RCW ASP P4e) PAO, 722 141oneTe 960 10 
Transportation 
equipment waka. on: 2,387 21 ipeesteh) The) 1,360 15 1,386) 77. 905 9 
Fabricated metal 
DI OCUC Samenerier et 253 2 451 4 (159) (1) Si25 tt 1655 7 
Other industry 
SegmentS (1) 25.00. = 671 6 Ocoee 476 «65 eletey = if 447 65 
Operating income 
ofsegments...... 11,585 100% 11,687 100% 9,021 100% 7,965 100% 9,741 100% 
General office ........ (2,149) (2,012) (2,403) (2,246) (1,535) 
Operatingincome ... 9,436 9,675 6,618 5,719 8,206 
Interest expense, net... (3,839) (3,574) (2,612) (2,128) (1,716) 
Financial services, 
continuing 
operations (3)....... 752 265 147 135 63 
Income from 
continuing 
operations before 
taxes onincome...$ 6,349 $ 6,366 Sees $.3;720 $7 96:553 


Asset Information at April 30: 
IDENTIFIABLE ASSETS 


Replacement parts ....$ 66,246 45% $ 64,769 47% $ 62,156 50% $ 59,472 53% $ 54,830 54% 
Metal working 

MaACHIMCKY sarees es 23,935 16 24,715 18 19,296 16 15,140 14 \2o2cmaie 
Transportation 

SGuIpIMente mec anes 10,079 7 9,442 7 7,649 6 6,743 6 6,085 6 
Fabricated metal 

DiGOUG (Seance eee 5,510 4 5,609 4 5,648 5 4,227 4 6,143 6 
Financial services (3)... 13,009 9 11,233 8 ODOT re 9,226 8 8,467 8 
Other industry 

segments(1)........ 16,672 12 1577081: ihe ae lZ270 ees 12,124 12 
General office ........ 10,606 7 (2240 Bnloceeee 511404 1,484 2 

Total assets .... $146,057 100% $138,700 100% $123,228 100% $112,198 100% $101,656 100% 


(1) Other industry segments includes the real estate, import-export, engineering services, and printing and allied products segments. 
(2) Operating income represents net sales, less applicable costs and operating expenses. In computing operating income of industry 
segments, general office expense, interest expense and interest earned have been excluded. 
(3) The financial services segment is accounted for on the equity method. 
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FIVE YEAR FINANCIAL SUMMARY 


(In thousands except stock data) Fiscal Year Ended April 30: 


SUMMARY OF OPERATIONS 


Sale Sere erecta tobe en eee ar oe toaed) sia: ore eraicaeenatra sree 


Percent of annual sales increase ...........+56. 


Gross margin 


Gross marginas apercenttosales.............. 


Operating income 


Operating income as apercenttosales.......... 


Interest 


EXPENSE; MOl a7 ettse ates Geach. 6 ¢ cerens teemenentaae 


Equity in income before taxes on income of con- 
tinuing operations of financial subsidiary ...... 


Income from continuing operations before 
TAXESOMIMNCOMEM cre orm chiete oh scape ene 

Provision for taxes on income from 
COMMMUIMGIOPEKAT ONS e aerate ri see kien reenter: 

Minority interest in net loss of consolidated 


subsidiary 


Income from continuing operations ............... 
Equity in net income of discontinued 

operations of financial subsidiary............. 
NEGINCOMG merece cio seritoncs alec chapel « oe eaten on teRegs 


Net income as a percent to average 
SIO CKROIGErSZEQUITY ane pei ee in carter 


Fixed 


charge Coverage (1). oo era. soe epee ers ae 


Canadian currency eee eken reduction 
INCL SAlOS wap sme ac eer (as acabationted reece 
Unrealized Canadian currency translation 
lossesiincludediin netinCOMe ir setters 


STOCK DATA (2) 


Earnings per common share: 
Primary — 
Continuing operations (swiss Sc eee ener 
NGtsIMNGOM CG eiieretrst te ccey area oc eee ere 
Assuming full dilution — 
Continuing oOperatlionSmeaser ieee tenn 


Net 


INCOME? % Ales ha.) Sea ae ee eee 


Dividends paid: 
Common — 
Casikpersnare s2uice% eo cane Piven Ronee 
StOCK DEWSNAlen. vs eee eee tee etna eet ne 


Preferred 


Book value percommonshare.................05. 


Number 


of common stockholders of record......... 


Weighted average common shares outstanding: 
PriIMaly.oe Ocha meio = Aevaie Sen alee eee 
Assuming TuNditutionincke. woe « octaeter een eee ree 

Common stock price range foryear ............... 

Common stock price/earnings range .............. 


BALANCE SHEET DATA 
Workingicabitalc it ouetes secs one eee 
Currentratioun.. Ged als eetor erie bah een 
Property, plant and equipment: 


Cost 


Accumulated depreciation a. ...0: + sae eee 
Additions (issn ciate ees aoe eee eee 
Aggregate lease payments.................000- 
 Otalb assets”. citizens. eetne to Mente ete 
Capitalization: 
Short-term debt (including current maturities 
oflong-term debt) ive. eS a ee ee 
Long tetmide biter iii. tants. sank. eee nen 
stockholders” equitywe. 1. cae ae eee ene 
Debt-to-equily ration. os 1c. re 
(1) For the purpose of calculating the ratio of earnings to fixed charges, earnings consist of income from continuing operations before taxes 
on income, less income from continuing operations of financial subsidiary, plus fixed charges. Fixed charges consist of interest expense, 


amortization of debt discount and expense and that portion of rental expense attributable to interest. 
(2) Adjusted retroactively for stock dividends. 


1981 1980 1979 1978 1977 
$ 249,010 230,145 205,194 187,617 163,601 
8.2% 12.2% 9.4% 14.7% 7.3% 
55,856 52,672 47,747 43,851 42,343 
22.4% 22.9% 23.3% 23.4% 25.9% 
9,436 9,675 6,618 5,719 8,206 
3.8% 4.2% SIG 3.0% 5.0% 
3,839 SL oIe 2,612 2,128 1,716 
752 265 147 135 63 
6,349 6,366 4,153 On26 6,553 
3,223 2,602 Zia! 1,955 Sali29 

58 — — — _— 
3,184 3,764 2,039 lecaval 3,424 
327 934 839 664 524 
$ 3,511 4,698 2,878 2,435 3,948 
6.8% 9.7% 6.3% 5.5% 9.6% 
2.0 x 2.2X 2X 2.2 X 3.4 xX 
$ 15,887 13,908 11,286 6,698 444 
1-252 38 1,381 1,291 678 
$ 42 .50 .26 .23 45 
$ 46 .62 .38 Sy 52 
$ 41 .49 .26 WS) 44 
$ 45 61 .38 sy poi 
$ 12 al WZ AZ .06 
5% 5% 5% 5% 3% 
$ 149,000 153,000 153,000 154,000 160,000 
$ 7.01 6.65 6.14 5.86 5.62 
11,300 11,500 11,900 12,200 12,400 
7,310,000 7,279,000 7,215,000 7,213,000 7,330,000 
7,736,000 7,686,000 7,606,000 7,583,000 7,689,000 
$ 4%, — 2%, 45, — 2%, 4%4,.—3% 5%—3 6%— 4), 
10x —6~x 7x—4~x 12x —7~x 14x —8x 11x —8~x 
$ 57,878 53,798 45,205 43,632 39,482 
2.3 22. 21 PS ZS 
$ 38,148 35,343 S2Zron 31,092 28,293 
$ 14,257 12,590 11,262 11,911 10,622 
$ 3,771 Bizoe 4,036 A155 3,294 
$ 2,645 2,302 1,587 1,398 1,361 
$ 146,057 138,700 123,228 112,198 101,656 
$ 2,515 5,190 6,235 5,793 2,364 
$ 45,553 40,348 33,085 31,046 26,323 
$ 53,033 50,494 46,676 44,671 43,086 
86% 80% 71% 69% 61% 
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STEEGO CORPORATION 
AND SUBSIDIARIES 


CORPORATE INFORMATION 


STEEGO CORPORATION 319 Clematis Street, West Palm Beach, Florida 33401 
Telex — 51-3450 
Telephone 305/655-9700 


STOCKHOLDER INQUIRIES _ Stockholder records are maintained at the Company’s corporate 
office in West Palm Beach. Please write to: 


STEEGO CORPORATION 
STOCKHOLDER RELATIONS 

319 CLEMATIS STREET 

WEST PALM BEACH, FLORIDA 33401 


1) if you change your address, 

2) have any questions regarding your account, 

3) have any questions regarding dividend checks, or 
4) receive duplicate mailings. 


Communications regarding transfer requirements and lost stock 
certificates should be directed to the transfer agent named below. 


STOCK TRANSFER AGENT. Chemical Bank 

AND REGISTRAR P.O. Box 25964 
Church Street Station 
New York, New York 10249 


REQUESTS FOR The annual report on Form 10-K for the fiscal year ended April 30, 

ADDITIONAL DATA 1981 filed with the Securities and Exchange Commission will be 
furnished without charge to any stockholder, who is a record or. 
beneficial holder of shares as of the record date for the annual 
meeting, upon written request to the attention of the corporate 
secretary. 


ANNUAL STOCKHOLDERS The annual meeting of stockholders is scheduled to be held at 
MEETING The Boston Park Plaza Hotel, 64 Arlington Street, Boston, 
Massachusetts at 10:00 A.M. on Thursday, August 27, 1981. 


GENERAL COUNSEL Friedman & Koven 
208 South LaSalle Street, Chicago, Illinois 60604 


CORPORATION 


319 Clematis Street 
West Palm Beach, FL 33401 


If you plan to travel outside the United States... discover the beauty of Canada 


